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_: Copies of this report may be obtained from 
The St. Lawrence Seaway Authority, Tower “A”, 
Place de Ville, Ottawa, Canada, K1R 5A3. 


(ISSN 0581-3298) 


March 31, 1982 


The Honourable Jean-Luc Pepin, P.C., M.P. 
Minister of Transport 
Ottawa 


Dear Sir: 


In accordance with the provisions of section 
75(3) of the Financial Administration Act, | have the 
honour to transmit to you the statement of accounts 
of The St. Lawrence Seaway Authority for the fiscal 
year ended March 31, 1982. 


While Seaway operations enjoyed a trouble- 
free navigation season in 1981, tonnages and finan- 
cial results were rather sobering. A $2.6 million 
increase in revenues was not sufficient to offset a 
$3.9 million increase in expenditures. Accordingly, 
the Authority suffered a loss of $1.2 million com- 
pared to the small profit of $80 thousand realized in 
1980. 


The increase in revenue over the previous year 
represents additional toll receipts in the amount of 
$1.1 million and investment income of $1 million. 
The increase in expenditures is, for the most part, 
due to higher labour costs. 


With respect to tonnages, traffic on the Welland 
Canal went down from 59.6, in 1980, to 58.9 million 
tonnes; on the Montreal-Lake Ontario section, ton- 
nages increased slightly to 50.6 million tonnes as 
against 49.5 in the previous year. 


During 1981, ajoint Canadian and U.S. commit- 
tee undertook a review of the Tariff of Tolls and of 
the financial requirements of both the Seaway 
Authority and its American counterpart, the Saint 
Lawrence Seaway Development Corporation. This 
review resulted in a recommendation to increase 
cargo tolls and other charges under the existing 
Tariff and to re-introduce lockage fees on the all- 
Canadian Welland Canal. These increases, which 
are to be phased-in over the navigation seasons of 
1982 and 1983, are expected to generate additional 
revenue of 18 and 10 percent in each year respec- 
tively, provided the volume of traffic on which they 
are based is maintained. 


Notwithstanding the aforementioned toll 
increases, the financial outlook for the 1982 naviga- 
tion season is not reassuring. Unless the North- 
American economy enjoys a major recovery in the 
immediate future, our tonnages will decline. How- 
ever, the financial resources of the Authority should 
be sufficient to sustain the loss currently envisaged 
for 1982. For a fifth consecutive year, the corpora- 
tion should remain self-sufficient and not require 
parliamentary appropriations. 


We are happy to report that two Information 
Sessions held by the Authority for the representa- 
tives of Seaway users, on July 28 and January 26, 
have brought a new understanding of the problems 
faced by the administrators of the Seaway system. 


The sessions, which dealt with every major 
facet of our responsibilities, have been most pro- 
ductive in that they provided a forum for useful 
exchanges of views. They have led to a more har- 
monious relationship between shippers, ship- 
owners and Seaway operators. Certainly they con- 
tributed in large measure to the acceptance of 
unavoidable and reluctantly increased user 
charges. 


Itis our belief that these and future similar meet- 
ings will continue to foster the climate of mutual 
understanding and cooperation that now prevails in 
the Authority's relations with the private sector. 


Respectfully yours, 


CN ORM 


W.A. O’Neil 
President 


Navigation on the two sections of the Seaway 
enjoyed one of its longest seasons in 1981. Above- 
average temperatures allowed the entire waterway 
to open on March 25th; as well, excellent climatic 
conditions, combined with a reduced number of 
vessels and well-observed closing procedures, pro- 
vided an orderly and trouble-free closing. The last 
downbound vessel cleared the St. Lambert lock on 
December 20th. The last ship to exit the Welland 
Canal did so on December 27th. On the whole, the 
system operated smoothly throughout the season 
and the sole major accident, the collision of an 
ocean vessel with the swing bridge located at the 
upper Beauharnois lock, caused only minimal delay 
to a few vessels. 


Seaway tonnages, however, showed little improve- 
ment in 1981. While the Montreal-Lake Ontario sec- 
tion registered an increase of 2.3 percent over the 
1980 level, to 50.6 million tonnes, traffic on the Wel- 
land Canal was down by 1.3 percent, to 58.9 million 
tonnes. Grain remained the mainstay of Seaway 
traffic, representing 48.4 percent of total tonnage on 
the Montreal-Lake Ontario section, and 43.4 per- 
cent on the Welland Canal. Upbound iron ore, the 
traditional backhaul commodity, accounted for a 
mere 25.5 percent of total tonnage on the eastern 
section and 17.9 percent on the Welland despite a 
sizeable increase following the 1980 slump. 1982 
prognostics for these two major commodities are 
not overly encouraging. 


The number of vessel transits also declined, from 
5026 in 1980 to 4628 on the Montreal-Lake Ontario 
section, and from 6596 to 5960 on the Welland 
Canal. 


Early in 1981, the Authority and its American coun- 
terpart, the Saint Lawrence Seaway Development 
Corporation, commissioned a consortium of U.S. 
and Canadian consultants to study future commod- 
ity flows and to prepare a traffic forecast to the year 
2000. According to asummary report of this study, 
released in late February 1982, itis likely that, while 
traffic is not expected to grow as rapidly as it has 
during the 1959 to 1977 period, the upbound- 
downbound commodity balance that prevailed until 
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The Year in Review 


recent years will be further eroded. “Although traffic 
is expected to grow in both the upbound and down- 
bound directions, the directional imbalance is get- 
ting somewhat worse. The ratio of downbound to 
upbound traffic on both sections is projected to 
increase over the forecast period, more so on the 
Montreal-Lake Ontario section than on the Welland 
section. However, the Welland continues to suffer a 
greater imbalance.” 


The report’s conclusions will lead the Authority to 
reassess its position vis-a-vis the eventual, albeit 
delayed, congestion problems, particularly as they 
relate to the Welland Canal. 


Meanwhile, work is proceeding with a continuing 
program of physical improvements throughout the 
system. In the Montreal-Lake Ontario section, the 
installation of amajorice boom at the Lake St. Fran- 
cis entrance to the Beauharnois Canal, to provide 
better ice control, as well as some dredging and 
channel modifications in the Lancaster Bar area 
should improve navigation in that sector. At the Wel- 
land Canal, 1981 also saw the completion of a new 
bascule bridge across the upper end of Lock 8, at 
Port Colborne. The widening of the canal, in the 
Port Robinson area — from 60 to 80 m over a dis- 
tance of 2.8 km — is progressing as planned. The 
design of avastly improved Traffic Control Centre at 
the Welland is also proceeding as scheduled. 


These and other projected improvements are 
designed to ensure efficient operations and to defer 
serious congestion problems to as late a date as 
possible. 


The excellent labour relations enjoyed by the 
Authority were demonstrated by the renewal of four 
2-year term agreements in 1981, three with the Can- 
adian Brotherhood of Railway, Transport and Gen- 
eral Workers and one with the Public Service 
Alliance of Canada. The Authority currently has a 
total of 1180 employees. 


Cargo Tonnages and 
Vessel Transits — 1959-1981 
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Auditor’s Report 


AUDITOR GENERAL OF CANADA 


The Honourable Jean-Luc Pepin, P.C., M.P. 
Minister of Transport 


| have examined the balance sheet of The St. Lawrence Seaway Authority as at March 31, 1982 and the 
statements of operations, deficit and changes in financial position for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and other 
procedures as | considered necessary in the circumstances. 


In my opinion, these financial statements give a true and fair view of the financial position of the Authority as at 
March 31, 1982 and the results of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 
year. 


| further report that, in my opinion, proper books of account have been kept by the Authority, the financial 
statements are in agreement therewith and the transactions that have come under my notice have been within its 
statutory powers. 


A ! 
ve 7 LC 
122 AAG 
aes 
Auditor General of Canada 


Ottawa, Ontario 
May 14, 1982 


Assets 


Current 
Cash and term deposits 
Accounts receivable 
Accrued interest receivable 
Supplies inventory, at cost 


Long-term receivables (Note 3) 


Investments 
Canada bonds (market value 
$30,206,250; 1981 — $32,883,625) 
Subsidiary companies (Note 4) 


Fixed (Note 5) 
Land, locks, canals and other 
deep-waterway facilities 
Less: Accumulated depreciation 


Liabilities 
Current 


Accounts payable 
Accrued liabilities 


Long-term 
Deferred interest (Note 6) 
Accrued employee termination benefits 


Equity of Canada 


Contributed capital (Note 6) 
Deficit 


Approved: 


W.A. O'NEIL 
President 


R.J. FORGUES 


Balance Sheet 
as at March 31, 1982 


1982 


Comptroller and Treasurer 


1981 


$ 8,534,086 
2,811,796 
1,970,243 
1,929,949 


15,246,074 
680,058 


41,491,038 
9,600 


41,500,638 


784,827,223 


174,883,950 
609,943,273 
$667 370,043 


$ 3,457,472 
4,276,967 


7,734,439 


210,000,000 
10,437,833 


220,437,833 
228,172,272 


624,950,000 


(185,752,229) 
439,197,771 
$667 370,043 


Revenues 


Tolls 
Other 


Expenses 


Operation 

Maintenance 

Administration 

Headquarters 

Research and developement 
Depreciation 

Employee termination benefits 


(Loss) income from operations 
Investment income 


Insurance premiums refunded 


(Loss) net income for the year 


BALANCE, BEGINNING OF THE YEAR 
LOSS (NET INCOME) FOR THE YEAR 


BALANCE, END OF THE YEAR 


Montreal 
Lake Ontario 
Section 


$24,818,780 
1,160,907 


25,979,687 


5,664,106 
8,526,623 
3,682,586 
3,710,574 
79,727 
3,918,233 
951,221 


26,533,070 


(553,383) 
2,872,737 


75,323 


$ 2,394,677 


Statement of Operations 


for the year ended March 31, 1982 


Welland 
Section 


$23,138,022 
2,498,863 


25,636,885 


8,030,812 
10,752,091 
3,651,546 
4,406,554 
94,680 
4,631,716 
1,261,237 


32,828,636 


(7,191,751) 
3,411,567 


100,296 


$ (3,679,888) 


Statement of Deficit 
for the year ended March 31, 1982 


Thousand 
Islands 


389,657 


389,657 


77,734 
136,136 
36,000 


23,589 


273,459 


116,198 


$116,198 


1982 


$46,849,545 
3,512,689 


50,362,234 


12,501,970 
18,714,457 
6,723,223 
7,396,358 
1,042,873 
8,525,216 
1,607,052 


56,511,149 


(6,148,915) 
5,328,254 


901,645 


$ 80,984 


FUNDS PROVIDED 
Operations 
(Loss) net income for the year 
Item not requiring an outlay of funds 
Depreciation 
Employee termination benefits 
(Gain) loss on disposal of fixed assets 


instalments on long-term receivables 
Proceeds from sale of Canada bonds 
Proceeds on disposal of fixed assets 


FUNDS APPLIED 
Increase in long-term receivables 
Fixed asset additions 


Increase in working capital 
Working capital, beginning of the year 


WORKING CAPITAL, END OF THE YEAR 


Statement of Changes 


in Financial Position 
for the year ended March 31, 1982 


1982 1981 


$ 80,984 


8,525,216 
972,850 
81,000 


9,660,050 
86,606 


127,052 
9,873,708 


4,604,028 
4,604,028 


5,269,680 
2,241,955 


$7,511,635 


Notes to Financial Statements 
March 31, 1982 


1. OBJECTIVES AND OPERATIONS 


The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act and is classified as a proprietary 
Crown corporation under Schedule D of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such works 
and other property, including bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 


2. SIGNIFICANT ACCOUNTING POLICIES 
(A) INVESTMENT IN CANADA BONDS 


The investment in Canada bonds is recorded at cost. All gains or losses, including any premiums or discounts on acquisition, are recognized 
when the bonds are sold. 


(B) INVESTMENT IN SUBSIDIARY COMPANIES 


The investment in subsidiary companies is recorded at cost. The financial statements of the subsidiaries have not been consolidated in these 
financial statements because increases in the equity of the subsidiaries do not accrue to the Authority. Separate financial statements for the 
subsidiary companies are available to the public and condensed financial statements are included in Note 4. 


(C) FIXED ASSETS 


Fixed assets are recorded at cost. All additions, replacements or major improvements which increase the capacity of the deep waterway system 
are capitalized. Repairs and maintenance are charged to operations as incurred. The cost of assets sold, retired, or abandoned, and the related 
accumulated depreciation are removed from the accounts on disposal. Gains or losses on disposals are credited or charged to operations. 


Depreciation is recorded on the straight-line method based on the estimated useful lives of the assets. 
(D) EMPLOYEE TERMINATION BENEFITS 


Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded in the accounts as the benefits accrue to employees. 


(E) PENSION PLAN 
All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada. Contributions 


to the Plan are required from both the employee and the Authority. These contributions represent the total liability of the Authority and are 
recognized in the accounts on a current basis. 


(F) REVENUE RECOGNITION 

The Authority recognizes revenues from tolis based upon the shipping season which normally corresponds to the Authority’s fiscal year 
commencing April 1. In the event that the season opens prior to April 1, the revenues earned are deferred until the commencement of the new 
fiscal year. 

(G) GRANTS IN LIEU OF TAXES 

Grants in lieu of municipal and school taxes are expensed when paid. 


3. LONG-TERM RECEIVABLES 


The Authority has entered into long-term contractual agreements for the sale of two parcels of land and for the recovery of costs associated with 
the construction of certain facilities. 


These amounts are being collected in annual instalments in accordance with the terms of the contractual agreements. An amount of $305,568 is 
non-interest bearing, and the balance bears interest at rates of 54% and 52%. 
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4. SUBSIDIARY COMPANIES 


The investment in subsidiaries consists of the cost of the shares of the following wholly-owned subsidiaries: 


Great Lakes Pilotage Authority, Ltd 
(G.L.P.A.) 


The Jacques Cartier and Champlain Bridges 


Incorporated (J.C.C.B.) 


The Seaway International Bridge Corporation, Ltd. (S.I.B.C.) 


Condensed financial statements for these subsidiaries for their most recently completed fiscal year follow: 


Balance sheet 
Assets 
Current 
Fixed 


Liabilities 
Current 
Long-term 


Deficit 


Statement of operations 
Revenues 
Expenses 
Bridge user charge paid to the Authority 


Loss for the year 


5. FIXED ASSETS 


Land 

Buildings 

Channels and canals 

Locks 

Bridges 

Tunnels 

Movable equipment 
Interest during construction 


Remedial works — expenditures on properties 
owned by others, relating to Seaway construction 


Works under construction 


Depreciation 
Rate 


2% 
1% 
1% 
2% 
2% 
2-20% 


1% 


$790,123,152 


$1,500 
100 
8,000 
$9,600 

G.L.P.A. J.C.C.B. S.1.B.C. 
Dec. 31/81 Mar. 31/82 Dec. 31/81 
$ 2,848,770 $ 4,630,570 $ 267,482 
58,627 25,299,815 55,139 
2,907,397 29,930,385 322,621 
2,450,710 1,439,051 90,234 
2,552,837 111,435,101 224,387 
5,003,547 112,874,152 314,621 
$ 2,096,150 $ 82,943,767 $ (8,000) 
$ 9,059,815 $ 6,465,783 $ 1,295,832 
9,977,387 10,059,963 979,928 
_ — 315,904 

$ 917,572 $ 3,594,180 $ = 
1982 1981 
Accumulated 

Cost Depreciation Net Net ait 
$ 30,948,500 $ = $ 30,948,500 $ 31,509,980 
11,991,180 5,520,148 6,471,032 6,643,018 
243,772,561 53,728,369 190,044,192 191,784,903 
229,483,835 71,069,829 158,414,006 159,467,761 
41,100,838 19,532,450 21,568,388 20,843,552 
46,469,412 8,596,841 37,872,571 38,801,959 
11,370,247 5,431,951 5,938,296 5,741,709 
32,822,016 — 32,822,016 32,822,016 
134,018,970 18,618,623 115,400,347 116,740,537 
8,145,593 — 8,145,593 5,587,838 


$182,498,211 


$607,624,941 $609,943,273 
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5. FIXED ASSETS 

No depreciation has been provided on interest of $32,822,016 capitalized during construction of the Welland Modernization Project. It is 
anticipated that the interest will be cancelled and reversed as part of the second phase of the refinancing of the Authority. 

6. EQUITY FINANCING 


As of April 1, 1977, loans from Canada of $624,950,000 were converted to equity by parliamentary appropriation. The unpaid interest on these 
loans is reflected on the balance sheet as deferred interest. This deferred interest, on which no further accrual of interest is required, is not 
classified as a current liability because it is the intention of the Authority to seek approval from Parliament to have the unpaid interest forgiven. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from time to 
time, the amount that shall be paid by the Authority annually out of its toll revenue as a return on capital. No return on capital has been required to 
be paid for the 1982 and 1981 fiscal years. 


7. INCOME TAXES 


The Authority, as a Schedule D Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not subject to any 
provincial income taxes. 


To date, accumulated loss carry-forwards from previous years have been sufficient to offset taxable income. However, no losses are available to 
offset any taxable income after the 1982 fiscal year. 


The Authority has, for fixed assets, undepreciated capital cost for tax purposes in excess of net book value for accounting purposes of 
approximately $175,000,000. The tax effect of this excess has not been recorded in the accounts. 


The Authority has incurred research and development costs of approximately $6,000,000 and will apply, under Section 37 of the Income Tax Act, 
to have these costs deferred and made available to reduce the taxable income of future periods. 


The Authority also has unused investment tax credits of approximately $526,000 available to reduce future taxes payable. These tax credits expire 
in varying amounts up to March 31, 1987. 


8. CONTINGENCIES AND COMMITMENTS 


In connection with its operations, the Authority is the claimant or defendant in certain pending or threatened claims and lawsuits. It is the opinion 
of management that these actions will not result in any material liabilities to the Authority. 


Contractual expenditures, committed but not expended, at March 31, 1982 amounted to $880,988 (1981 — $3,034,487). 
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March 31, 1983 


The Honourable Jean-Luc Pepin, P.C., M.P. 
Minister of Transport 
Ottawa 


Dear Sir: 


In accordance with the provisions of the Financial 
Administration Act, | have the honour to transmit to you 


_… the statement of accounts of The St. Lawrence 


Seaway Authority for the fiscal year ending March 31, 
1983. 


As you will note, our statement for the year reflects 
the fact that, in terms of traffic and revenues, 1982 was 
anything but a banner year for this Crown agency. Like 
a very large number of corporations in both Canada 
and the U.S., the Seaway Authority’s earnings were 
severely affected by the worst economic recession 
since the end of World War II. Cargo tonnage on the 
waterway declined by some 16% from the previous 
year to the lowest levels recorded since 1974. 


As a consequence, despite an increase in tolls 
averaging 18% for the 1982 season, revenues were 
almost $10 million below our budgetary estimates, and 
it required the application of stringent economies in 
operation and maintenance expenditures (including 
the 6% limit on wage increases) to keep the year-end 
deficit near the $3.6 million level originally forecast. 
This total for the system comprised a small profit of 
$0.56 million on the Montreal-Lake Ontario section and 


a loss of $4.26 million on the Welland Canal. During 


the fiscal year 1982/83, the Authority's working capital 
was reduced by $1.6 million to a level of $8.6 million. 


It is apparent that last year’s financial results, 
coming on top of the $1.2 million loss suffered the 
previous year, are not helpful in preserving the 
self-supporting status which the corporation has 


The President’s Message 


maintained since 1977. And, notwithstanding the 
average 10% increase in tolls put into effect for the 
1983 navigation season, present forecasts indicate a 
further substantial deficit for the 1983/ 84 fiscal year. 


At the same time, however, we are encouraged by 
recent signs that the recession has bottomed out and 
an economic revival is in the making. Traffic estimates 
for the 1984 season and beyond do offer hope that with 
rising revenues the company’s present financial dif- 
ficulties can be surmounted by the middle of the 
decade. 


We must, moreover, not allow a preoccupation 
with financial matters to obscure the fact that from an 
operational point of view, 1982 was an excellent year 
for the St. Lawrence-Great Lakes waterway. Other 
than a difficult opening period caused by ice condi- 
tions, there were no major problems or interruptions 
during the entire navigation season. Operation of 
Seaway facilities continued to evolve in terms of 
efficiency and productivity and additional improve- 
ments put in place at the Welland Canal increased our 
ability to provide service to users of the system. 


On balance, it seems reasonable to say that 
during the past year the Authority, in common with 
many other Canadian companies, learned a lot about 
how to survive in difficult times and, as a result, is 
better equipped to meet the challenging times that lie 
ahead. 


Respectfully yours, 


WLLL 


W.A. O’Neil 
President 


The Year in Review 


Traffic 


Although the Authority had anticipated some decline in 
Seaway traffic for 1982, the reality turned out to be 
worse than our expectations. In fact, the depth and 
duration of the economic slump in North America 
surprised most forecasters and it has appropriately 
been referred to as the “Great Recession”. 


Compared to the previous year, cargo on the Seaway’s 
Montreal-Lake Ontario section in 1982 decreased by 
some 15% to 42.8 million tonnes and vessel transits 
declined by over 5% to 4,376. On the Welland Canal, 
tonnage fell to 49 million or by almost 17%, while 
transits on this section of the waterway dropped by 
13% to 5,184. Iron ore — down almost 50% — was the 
commodity principally affected, reflecting the very 
substantial decline in U.S. steel and automobile 
production. Shipments of U.S. grain also fell sharply as 
low rail and barge rates on the Mississippi-Gulf route 
drew off traffic that had formerly moved via the St. 
Lawrence-Great Lakes system. Coal and other bulk 
products, as well as general cargo, were all affected 
adversely. 


Canadian grain, particularly wheat, was the one bright 
spot in last season’s otherwise gloomy traffic picture. 
Because of the strong wheat export program and an 
improved performance by the Canadian grain trans- 
portation and handling system, Seaway shipments of 
Canadian grain reached an all-time record of over 16 
million tonnes. 


Looking ahead to this season’s traffic on the waterway, 
it is difficult at this time to conclude that there is any 
prospect for significant improvement. Notwithstanding 
recent signs that the recession has bottomed out and 
an economic upturn is underway, our present forecasts 
do not indicate that Seaway cargo tonnage will exceed 
the levels experienced in 1982. 


Finances à 


As one would expect, the drop in Seaway shipments 
during the 1982 season resulted in a substantial 
decrease in the revenues which had been originally 
forecast for the 1982/83 fiscal year. Despite an 
average increase in user charges on the system of 
some 18%, total income from operations of $52 million 
turned out to be almost $10 million less than had been 
budgeted for. 


As aresult of these circumstances, the Authority during 


the year was forced to adopt some significant cuts in 
the operation and maintenance budget in order to 
maintain a reasonable cash flow. Total expenses of the 
Seaway’s operation during 1982, which had been 
budgeted at $70.5 million, were reduced to $61.7 
million, only $2.5 million above the amount expended 
in 1981. The end result of these restraint measures 
produced a net loss for the 1982/ 83 fiscal year of $3.7 


million, almost exactly what had been budgeted for, 


and considerably less than had been expected a few 
months prior to closing the books. 


The financial outlook for the 1983/84 fiscal year 
appears even bleaker than last year’s results. Despite 
the average 10% toll increase introduced at the 


beginning of the season, it is not expected that traffic 


levels will be sufficient to generate much additional 


revenues compared to 1982/83. On the expenditures | 


side, however, operating costs continue to rise and it is 
possible that the corporation will be facing a deficit at 
the end of the fiscal year of the order of $6-$7 million. 


Notwithstanding this unwelcome prognosis, the finan- 
cial resources of the Authority appear to be sufficient to 
sustain the loss expected for 1983/84. Thus, the 
corporation should be able to retain its self-supporting 
status for the sixth consecutive year and continue to 
operate without the need for any outside funding. 


eng 


Operations 


After reviewing the traffic and financial results for 
1982/83, it is rather a relief to turn to the corporation's 
operational record during that period. Not that the 1982 
navigation season started off all that well since, unlike 
the benign weather conditions encountered at the 
opening of the Seaway in 1981, nature was not as kind 
to us last year. Much thicker ice than usual formed 
during the winter, and although both the Montreal-Lake 
Ontario and Welland sections opened for navigation on 
April 5, the MLO was not completely ice-free until April 
17, while the ice situation in the eastern end of Lake 
Erie caused major delays to navigation well into the 
first half of May. Conditions were much better, 
however, in December when favorable weather, a 
moderate traffic demand and well-defined closing 
procedures combined to produce a trouble-free and 
orderly closing period. 


Other than the difficult opening, there were no major 
problems or interruptions during the 1982 navigation 
season. One major accident, the sinking of an inland 
vessel, occurred on December 7 in the Welland Canal. 
Fortunately this took place outside the navigation 
channel and did not interfere with through traffic using 
the system. 


Although some operational improvements to the Sea- 
way system were postponed or curtailed during last 
year because of financial restraints, there were also 
many projects which relate to ongoing essential 
maintenance or to long-term general improvements 
that went ahead as planned. On the Welland Canal, for 
example, the widening of the channel in the Port 
Robinson area was completed. Work on the construc- 
tion of an extension to the tie-up wall above the east 
side of lock 7 was started and, in addition, the task of 
‘removing the Guard Gate on the east side of the Canal 
was begun. Both these projects are scheduled for 
completion this year. 


The Welland Canal Traffic Control Centre Improve- 
ment Program continued during 1982/83, moving from 
the feasibility study stage well into the design phase. In 
view of the restraint program, however, implementation 
has been slowed down and will be phased in over a 
longer period than scheduled originally. 


In an effort to improve navigation throughout the 
Seaway, the Authority has entered into a joint program 
with the U.S. Saint Lawrence Seaway Development 
Corporation, the U.S. Coast Guard and the Canadian 
Coast Guard to develop a reliable and acceptable 
all-weather navigation aid system. This system is 
expected to generate an increase in Seaway capacity 
with resulting reduction in vessel transit times during 
those periods at the beginning and at the end of the 
shipping season when conventional lighted floating 
aids must be removed because of ice. Improvements 
in system safety, capacity and transit time during 
periods of low visibility are also being considered. 


All in all, the year under review could hardly be 
described as an unqualified success. From a traffic and 
revenue point of view, in particular, it left much to be 
desired. On the other hand, it did in many ways teach 
the organization a lot about how to live in difficult times. 
In operational terms, definite progress was made in 
improving the system’s facilities, and without adopting 
the phrase “leaner and meaner” to describe Seaway 
policies during 1982/83, it is not unreasonable to say 
that in terms of economy and efficiency some impres- 
sive gains were made. 


These gains, of course, can only be attributed in part to 
the policies of management. It was, in particular, the 
cooperative spirit on the part of all Seaway employees 
that made it possible to survive a rather stressful period 
relatively unscathed. 


Finally, the Authority would like to express its appreci- 
ation for the cooperation and assistance received from 
the users of the Seaway during the semi-annual 
“Information Sessions”. Most of them, like ourselves, 
had to face up to rather serious financial and 
operational problems during 1982, and from this wide 
spectrum of Seaway interests emerged a degree of 
communication and mutual understanding that should 
contribute much to the future success of a transporta- 
tion mode which concerns us all. 
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Auditor’s Report 


AUDITOR GENERAL OF CANADA 


The Honourable Jean-Luc Pepin, P.C., M.P. 
Minister of Transport 


| have examined the balance sheet of The St. Lawrence Seaway Authority as at March 31, 1983 and the statements 
of operations, deficit and changes in financial position for the year then ended. My examination was made in accordance 
with generally accepted auditing standards, and accordingly included such tests and other procedures as | considered 
necessary in the circumstances. 


In my opinion, these financial statements give a true and fair view of the financial position of the Authority as at March 
31, 1983 and the results of its operations and the changes in its financial position for the year then ended in accordance 
with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


| further report that, in my opinion, proper books of account have been kept by the Authority, the financial statements 
are in agreement therewith and the transactions that have come under my notice have been within its statutory powers. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Ottawa, Ontario 
May 13, 1983 


Assets 
Current 


Cash and term deposits 
Accounts receivable 
Accrued interest receivable 
Supplies inventory 


Long-term receivables (Note 3) 


Investments 
Canada bonds (market value 
$37,442,375, 1982 — $30,206,250) 
Subsidiary companies (Note 4) 


Fixed (Note 5) 


Liabilities 
Current 
Accounts payable 
Accrued liabilities 


Long-term 
Deferred interest (Note 6) 
Accrued employee termination benefits 


Equity of Canada 
Contributed capital 
Deficit 


Approved: 
W.A. O’NEIL 
President 


1983 


$ 11,514,178 
1,038,917 
1,850,490 


2,203,640 
16,607,225 


730,528 


40,497,288 
9,600 


40,506,888 


606,505,802 


$664,350,443 


$ 2,694,997 
5,265,470 


7,960,467 


210,000,000 
12,074,078 


222,074,078 
230,034,545 


624,950,000 


(190,634,102) 
434,315,898 


$664,350,443 


R.J. FORGUES 
Comptroller and Treasurer 


Balance Sheet 
as at March 31, 1983 


1982 


$ 12,548,315 
902,060 
2,019,582 


2,093,568 
17,563,925 


860,488 


40,497,288 
9,600 


40,506,888 
607,624,941 


$666,555,842 


$ 2,960,535 
4,363,437 


7,323,972 


210,000,000 
11,203,112 


221,203, 112 


228,527,084 


624,950,000 
(186,921,242) 
438,028,758 


666,555,842 


Statement of Operations 
for the year ended March 31, 1983 
I SSS SSNS 


Montreal- Thousand 
Lake Ontario Welland Islands Total 
Section Section Bridge 1983 1982 

Revenues 
Tolls $23,695,242 $24,545,433 $ — $48,240,675 $47,956,802 
Other 1,609,900 2,189 388 368,845 4,168,133 4,049,427 
25,305,142 26,734,821 368,845 52,408,808 52,006,229 

Expenses 
Operation 5,979,984 8,742,922 — 14,722,906 13,694,918 
Maintenance 8,911,789 11,026,707 73,740 20,012,236 19,356,448 
Administration 3,886,997 4,226,237 248,253 8,361,487 7,470,268 
Headquarters 3,921,431 4,934,481 36,000 8,891,912 8,153,128 
Research and development 4,068 5,119 — 9,187 174,407 
Depreciation 4,107,130 4,600, 160 23,589 8,730,879 8,573,538 
Employee termination benefits 629,856 862,822 — 1,492,678 2,212,458 
27,441,255 34,398,448 381,582 62,221,285 59,635,165 
(Loss) income from operations (2,136,113) (7,663,627) (12,737) (9,812,477) (7,628,936) 
Investment income 2,672,006 3,362,307 — 6,034,313 6,284,304 
Insurance premiums refunded 28,037 STATE — 65,304 175,619 
(Loss) net income for the year 5569 980 $(4,264,053) SE 23737) $(3,712,860) $(1,169,013) 


Statement of Deficit 
for the year ended March 31, 1983 


LP 


1983 1982 
E YEAR $186,921,242 185,752,229 
LOSS FOR THE YEAR 2.712.860 1188018 
BALANCE, END OF THE YEAR $190,634,102 $186,921,242 


Statement of Changes in Financial Position 
for the year ended March 31, 1983 


1983 1982 
SOURCE OF FUNDS 
Operations 
Loss for the year $ (3,712,860) $ (1,169,013) 
Items not requiring an outlay of funds 
Depreciation 8,730,879 8,573,538 
Employee termination benefits 870,966 1,382,531 
Loss (gain) on disposal of fixed assets 16,935 (238,441) 
5,905,920 8,548,615 
Instalments on long-term receivables 129,960 159,090 
Proceeds on disposal of fixed assets 50,839 870,409 
Proceeds from sale of Canada bonds — 993,750 
6,086,719 10,571,864 
APPLICATION OF FUNDS 
Fixed asset additions 7,679,514 6,887,174 
Increase in long-term receivables a 339,520 
7,679,514 7,226,694 
Increase (decrease) in working capital (1,592,795) 3,345,170 
Working capital, beginning of the year 10,239,553 6,894,383 
WORKING CAPITAL, END OF THE YEAR $ 8,646,758 $10,239,553 


Notes to Financial Statements 
March 31, 1983 


1. OBJECTIVES AND OPERATIONS 


The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act and is classified as a proprietary Crown 
corporation under Schedule D of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such works and 
other property, including bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 


2. SIGNIFICANT ACCOUNTING POLICIES 
(A) SUPPLIES INVENTORY 

The supplies inventory is recorded at cost. 
(B) INVESTMENT IN CANADA BONDS 


The investment in Canada bonds is recorded at cost. All gains or losses, including any premiums or discounts on acquisition, are recognized when the 
bonds are sold. 


(C) INVESTMENT IN SUBSIDIARY COMPANIES 


The investment in subsidiary companies is recorded at cost. The financial statements of the subsidiaries have not been consolidated in these financial 
statements because increases in the equity of the subsidiaries do not accrue to the Authority. Separate financial statements for the subsidiary 
companies are available to the public and summarized financial information is disclosed in Note 4. 


(D) FIXED ASSETS 


Fixed assets are recorded at cost. All additions, replacements or major improvements which increase the capacity of the deep waterway system are 
capitalized. Repairs and maintenance are charged to operations as incurred. The cost of assets sold, retired, or abandoned, and the related 
accumulated depreciation are removed from the accounts on disposal. Gains or losses on disposals are credited or charged to operations. 


Depreciation is recorded on the straight-line method based on the estimated useful lives of the assets. 
(E) EMPLOYEE TERMINATION BENEFITS 


Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of employment. The 
liability for these benefits is recorded in the accounts as the benefits accrue to employees. 


(F) PENSION PLAN 


All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada. Contributions to the 
Plan are required from both the employee and the Authority. These contributions represent the total liability of the Authority and are recognized in the 
accounts on a current basis. 


(G) REVENUE RECOGNITION 


The Authority recognizes revenue from tolls based upon the shipping season which normally corresponds to the Authority’s fiscal year commencing 
April 1. In the event that the season opens prior to April 1, the revenue earned is deferred until the commencement of the new fiscal year. 


(H) GRANTS IN LIEU OF TAXES 


Grants in lieu of municipal and school taxes are expensed when paid. 


3. LONG-TERM RECEIVABLES 

The Authority has entered into long-term contractual agreements for the sale of two parcels of land and for the recovery of costs associated with the 
construction of certain facilities. 

These amounts are being collected in annual instalments in accordance with the terms of the agreements. An amount of $271,616 is non-interest 
bearing, and the balance bears interest at rates of 51/4% and 51/2%. 


4. SUBSIDIARY COMPANIES 


The investment in subsidiaries consists of the cost of the shares of the following wholly-owned subsidiaries: 


Great Lakes Pilotage Authority, Ltd. 
(G.L.P.A.) 


The Jacques Cartier and Champlain Bridges 


Incorporated (J.C.C.B.) 


The Seaway International Bridge Corporation, Ltd. (S.I.B.C.) 


Summarized financial information relating to these subsidiaries based on their most recently completed fiscal years is as follows: 


Assets 
Current 
Fixed 


Liabilities 
Current 
Due to Canada 
Other long-term 


Equity (deficit) 


Revenue 
Expenses 
Bridge user charge paid to the Authority 


Net income (loss) for the year 


G.L.P.A. 


Dec. 31/82 


$ 3,835,950 


47,104 
3,883,054 


2,364,293 


2,934,398 
5,298,691 


$ (1,415,637) 


$10,433,611 
10,392,027 


$ 41,584 


No. of 
Shares 


15 


J.C.C.B. 
Mar. 31/83 


$ 4,717,313 
24,230,024 


__ 28,947,337 


1525797 
110,756,052 
692,083 


112,973,932 
$(84,026,595) 
$ 6,195,618 

11,342,238 


$ (5,146,620) 


Cost 
$ 1,500 


100 


8,000 
$ 9,600 


S.I.B.C. 


Dec. 31/82 


$ 300,184 


52,398 
352,582 


102,444 


242,138 
___ 344,582 
$ 8,000 


$ 1,342,612 
1,117,336 


225,276 
So 


5. FIXED ASSETS 


$797,546 422 


$191,040,620 


$606,505,802 


1983 1982 
Depreciation Accumulated 
Rate Cost Depreciation Net Net 

Land = $ 31,024,989 $ — $ 31,024,989 $ 30,948,500 

Channels and canals 1% 249,092,865 56,219,297 192,873,568 190,044,192 

Locks 1% 229,483,824 73,364,668 156,119,156 158,414,006 

Bridges 2% 41,100,838 20,260,910 20,839,928 21,568,388 

Tunnels 2% 46,469,412 9,526,229 36,943,183 37,872,571 

Buildings 2% 12,028,308 5,703,045 6,325,263 6,471,032 

_ Equipment 2-20% 14,906,879 6,007,659 8,899,220 5,938,296 
Remedial works — expenditures on properties 

owned by others, relating to Seaway construction 1% 134,018,970 19,958,812 114,060,158 115,400,347 

Interest during construction = 32,822,016 — 32,822,016 32,822,016 

Works under construction — 6,598,321 — 6,598,321 8,145,593 


$607,624,941 


No depreciation has been provided on interest of $32,822,016 capitalized during construction of the Welland Modernization Project. It is anticipated that 
the interest will be cancelled and reversed as part of the second phase of the refinancing of the Authority. 


6. EQUITY FINANCING 


As of April 1, 1977, loans from Canada of $624,950,000 were converted to equity by parliamentary appropriation. The unpaid interest of $210 million on 
these loans is reflected on the balance sheet as deferred interest. This deferred interest, on which no further accrual of interest is required, is not 
classified as a current liability because it is the intention of the Authority to seek approval from Parliament to have the unpaid interest forgiven. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from time to time, 
the amount that shall be paid by the Authority annually out of its toll revenue as a return on capital. No return on capital has been required to be paid for 
the 1983 and 1982 fiscal years. 


7. INCOME TAXES 


The Authority, as a Schedule D Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not subject to any provincial 
income taxes. 


Undepreciated capital cost for tax purposes in excess of net book value of fixed assets, amounted to approximately $184 million. The tax effect of this 
excess has not been recorded in the accounts. 


The Authority has incurred research and development costs of approximately $6 million and has applied, under Section 37 of the Income Tax Act, to 
have these costs deferred and made available to reduce the taxable income of future periods. 


Unused investment tax credits of approximately $403,000 are available to reduce future taxes payable up to March 31, 1988. 


Wa 


8. CONTINGENCIES AND COMMITMENTS 


In connection with its operations, the Authority is the claimant or defendant in certain pending or threatened claims and lawsuits. It is the opinion of 
management that these actions will not result in any material liabilities to the Authority. 


Contractual obligations for capital and other expenditures, at March 31, 1983 amounted to $1,779,244 (1982 — $880,988). 


9. RELATED PARTY TRANSACTIONS 


During the year, the Authority provided The Jacques Cartier and Champlain Bridges Incorporated, a wholly-owned subsidiary, with administration 
services for which it charged $500,000 (1982 — $500,000). As at March 31, 1983, $41,667 remained outstanding in the Authority's accounts (1982 — 
$41,667). 

The Jacques Cartier and Champlain Bridges Incorporated carried out maintenance work on the Mercier Bridge, on behalf of The St. Lawrence Seaway | 
Authority. Costs incurred of $496,229 (1982 — $742,806) by this subsidiary were reimbursed by the Authority. 


Copies of this report may be obtained from 
The St. Lawrence Seaway Authority, Tower “A”, 
Place de Ville, Ottawa, Canada, K1R 5A3. 


(ISSN 0581-3298) 
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The St. Lawrence Seaway Authority 


Annual Report 1983 


The St. Lambert Lock in operation 


March 31, 1984 


The Honorable Lloyd Axworthy, P.C., M.P. 
Minister of Transport 
Ottawa 


Dear Sir: 


In accordance with the provisions of the Finan- 
cial Administration Act, | have the honour to trans- 
mit to you the statement of accounts of The St. 
Lawrence Seaway Authority for the fiscal year end- 
ing March 31, 1984. 


Our accounts, | am happy to report, show a 
considerable improvement this past year compared 
with 1982. The most severe recession since the 
1930’s, which had a very adverse effect on the Sea- 
way’s traffic and revenues, finally abated in early 
1983 and by mid-season cargo tonnage on the 
waterway showed a definite upward trend. By the 
close of the navigation season, traffic had risen by 
5.2% on the Montreal-Lake Ontario (MLO) section 
and by 2.3% on the Welland over the previous year. 
This increase, while modest, does give us hope that 
a return to more normal tonnage levels is underway 
and for the 1984 season, a modest increase is being 
forecast. 


The recovery in Seaway traffic which took place 
last season was reflected in increased revenues and, 
for the first time since 1980, the Authority’s income 
was sufficient to fully cover its operation and main- 
tenance costs. Initially, we had budgeted for a loss 
for the 1983-84 fiscal year but the increased ton- 
nage, together with a small increase in tolls and the 
continued application of a strict cost restraint pro- 
gram, produced a small profit of $95 thousand by 
the time the books were closed. This welcome result 
comprised a profit of just under $3.7 million on the 
MLO section and a loss of $3.6 million on the Wel- 
land; both figures representing a significant better- 
ment of the situation which prevailed in the previous 
two fiscal years. It also marked the sixth consecutive 
year that the Authority has operated on a self- 
supporting basis without the need for parliamentary 
appropriations or other outside funding. 


At the present time, it looks as though the 
Authority’s financial results for the 1984-85 fiscal 


The President’s Message 


year will be much the same as the past year’s, with 
increased traffic producing enough added revenues 
to balance off the inflation-induced rise in operation 
and maintenance costs. It is noteworthy that, des- 
pite the need to recoup the deficits incurred during 
the recession years, the Canadian and U.S. Seaway 
entities decided to forego any increase in tolls for 
the 1984 season in recognition of the financial diffi- 
culties many Seaway users experienced during the 
economic downturn. Discussions are now pending 
to determine an appropriate tolls level for next 
season. 


Operationally, 1983 also proved to be a good 
year for the Seaway with no significant interruptions 
to traffic due to accidents, weather conditions or 
labour problems. Both sections of the waterway 
experienced a decline in the number of commercial 
vessel transits and this circumstance, coupled with 
the overall increase in cargo tonnage, indicates a 
more efficient usage of the system as the tonnes 
carried per vessel transit rose significantly. 


All in all, 1983 was a rather satisfying year which 
was highlighted on June 2nd by the transit of the 
one billionth tonne of cargo through St. Lambert 
Lock since the Seaway opened in 1959. Appro- 
priately enough, this particular tonne consisted of 
Canadian grain, aboard a Canadian vessel, bound 
for a down-river elevator on the St. Lawrence and 
eventual export to a foreign port. 


As you know, 1984 marks the Silver Anniversary 
of the opening of the St. Lawrence Seaway. We are 
all looking forward to the many events taking place 
in celebration of this significant milestone in the 
twenty-five-year history of one of the world’s most 
important transportation systems. 


Respectfully yours, 


LM LE pd 


W.A. O'Neil 
President 


Traffic 


In contrast with our experience during the 1982 sea- 
son, traffic on the Seaway in 1983 exceeded expec- 
tations. The economic upturn in North America 
which got underway early last year began to impact 
on Seaway traffic about mid-season and at the close 
of navigation total shipments had exceeded the pre- 
vious year’s level by 5.2% on the Montreal-Lake 
Ontario (MLO) section and by 2.3% on the Welland; 
cargo tonnage reached 45.1 million tonnes and 50.1 
million tonnes, respectively, on the two sections. 
During this same period, vessel transits through the 
MLO declined from 4,376 to 3,870, and from 5,184 to 
4,707 on the Welland Canal. The fact that the 
increased tonnage level in 1983 was accompanied 
by a substantial decline in the number of transits 
indicates, of course, that tonnage per vessel transit 
rose considerably last year and, therefore, that the 
system was being made use of in a more efficient 
and economical manner. 


Despite another record year for Canadian grain 
shipments through the Seaway (17.7 million tonnes 
on the Welland), combined Canadian-U.S. move- 
ments decreased slightly from 1982 to 24.8 million 
tonnes on the Welland, while on the MLO section 
they remained at virtually the same level (24.3 mil- 
lion tonnes). The continuing decline in U.S. grain 
shipments which fell last year by about 18% to 7.1 
million tonnes can be attributed both to the strength 
of the U.S. dollar which has adversely affected the 
competitive position of U.S. grain in world markets, 
and to the low level of Soviet grain imports from the 
U.S. which formerly moved via the Seaway route. 


Of special interest in 1983 was the revival of the iron 
ore traffic. On the MLO section, upbound shipments 
of Quebec-Labrador ore climbed by more than 38% 
to 9.2 million tonnes. This sharp increase reflected 
the substantial recovery which has taken place in 
the North American steel industry generated in 
large part by booming automobile sales. 


Coal movements, as expected, declined on both 
sections compared to 1982. Other bulk cargoes 
such as coke, petroleum products, stone, salt, etc., 
increased by some 13% to about 7 million tonnes on 
the MLO, while remaining at much the same level of 
13 million tonnes recorded on the Welland in 1982. 


The Year in Review 


General cargo, mainly manufactured iron and steel 
products, jumped a substantial 50% on the MLO 
section to about 3 million tonnes and rose moder- 
ately on the Welland to 3.3 million. A flood of 
cheaper steel imports to the U.S. was the main 
cause for this development. 


With the economic recovery underway in North 
America, the Seaway traffic outlook for 1984 is 
encouraging. Our present forecast indicates that 
shipments on the MLO section should be close to 47 
million tonnes, about 3.5% above 1983, while ton- 
nage through the Welland Canal is expected to be 
just under 53 million, about 5% higher than last year. 
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Finances 

The improved traffic situation experienced in 1983 
resulted in an increase of more than $2 million in 
Authority income over what had been anticipated at 
the beginning of the season. À modest rise in the 
Seaway Tariff of Tolls, averaging 10%, also contrib- 
uted to a healthier balance sheet for the 1983-84 
fiscal year. The strict cost restraint program, which 
included a five percent limit on salary increases, 
continued in effect during the past year and, as a 
consequence, operation and maintenance expendi- 
tures were pared by some $5 million from budget 
estimates. 


As a result of these various circumstances, the $6.9 
million deficit that had been expected for last year 
turned into a modest profit of $95 thousand by the 
time the books were closed on March 31, 1984. 
Thus, unlike the year previous, the Authority experi- 
enced no erosion of its working capital and was able 
for the sixth consecutive year to maintain its self- 
supporting status without recourse to outside 
funding. 


Despite this improvement in the Seaway’s financial 
situation over that which prevailed during the reces- 
sion period, the outlook for fiscal 1984-85 and 
beyond, with the toll rates now in effect, is by no 
means reassuring. To maintain an adequate level of 
service will inevitably require increases in operation 
and maintenance costs. On the other hand, the addi- 
tional revenues generated by the expected rise in 
Seaway traffic are unlikely to match this increase in 
expenses, especially since it was decided not to 
raise tolls this season because of the financial diffi- 
culties many Seaway users were experiencing as a 
result of the economic recession. Thus, unless traf- 
fic improves at aconsiderably faster rate than antici- 
pated at present, the Authority can only expect to 
realize a modest profit for this year, while the fore- 
cast for fiscal 1985-86 indicates a loss position. 


To return to a deficit situation after such a brief 
period in the black is not a welcome prospect, and 
would certainly prevent any recovery of the $5.7 
million in losses to the Authority which have 
accumulated since 1978. Obviously, consideration 
must be given to adjusting Seaway tolls in 1985 in 
order to bring them more in line with the steadily 
rising costs of providing service to users of the 
system. 


As far as this year is concerned, however, the com- 
pany is confident it has the resources to enable it to 
fulfill the self-sufficiency mandate for the seventh 
year in a row. 


Operations 

A mild winter resulted in far less extensive ice cover 
than usual and permitted, in the Montreal-Lake 
Ontario section, 24-hour navigation on the March 
31, 1983 opening date. In the Welland, associated 
wet conditions delayed some major construction 
projects postponing the opening to April 5, 1983. 


Favourable weather (except during the week of 
December 12) a moderate traffic demand and well 
defined closing procedures, contributed to an 
orderly shutdown in the Montreal-Lake Ontario sec- 
tion. Inthe Welland, severe cold weather and arapid 
ice build-up forced the closing of the canal some 
three days earlier than the scheduled date of 
December 30, 1983. 


A downbound ocean vessel caused major damage 
to the lower Beauharnois Lock gates in early 
November, butin general the system operated with- 
out serious problems throughout the 1983 naviga- 
tion season. 


Because of the prevailing economic climate, the 
Authority continued in 1983 to curtail or postpone 
wherever possible regular and major maintenance 
works as well as capital improvements (capacity 
related or others). 


In the Montreal-Lake Ontario section, except for 
normal maintenance activities, no major works were 
undertaken. 


In the Welland Canal, the removal of the guard gate 
complex which was started in the fall of 1982, as well 
as the extension of the tie-up wall above Lock 7, 
were completed. The Welland Canal Traffic Control 
Improvement Program moved from the design to 
the implementation stage and the new system is 
expected to be in operation by mid-1985. 

Seven major works were carried out at the Welland 


during the non-navigation season involving mainly 
concrete rehabilitation. Two of these projects were 


funded under the Federal Government’s Special 
Recovery Capital Projects Program. 


The joint program with the U.S. Saint Lawrence 
Seaway Development Corporation, the U.S. Coast 
Guard and the Canadian Coast Guard, to develop a 
reliable all-weather navigation aid system in an 
effort to improve navigation throughout the Sea- 
way, continued during 1983. The Loran-C data mon- 
itoring program started in 1982 was completed in 
the fall of 1983. Analytical work on the collected 
data is in progress and results are expected to be 
available during 1984. 


In summing up the year of 1983 on the Seaway, it is 
fair to say that it represented a considerable 
improvement over the two recession-plagued years 
that preceded it. It also marked an important mile- 
stone when, on June 2nd, the passage of the bil- 


lionth tonne of cargo through St. Lambert Lock 
since it opened in 1959 was recorded. While many 
uncertainties still lie ahead, the return to healthier 
economic conditions and an upward trend in Sea- 
way traffic augur well for the future. 


Once again, the Authority wishes to thank Seaway 
employees for the support they have given to man- 
agement during this period of financial restraint. 
The Crown Corporation, like the Seaway system 
itself, has matured substantially in recent years both 
in terms of efficiency of operation and in respon- 
siveness to the needs of those who use its services. 
And, as we celebrate this year the twenty-fifth anni- 
versary of the opening of the St. Lawrence Seaway, 
all members of the organization can take pride in 
being associated with one of the world’s most 
important transportation systems. 


Cargo Tonnages and 
Vessel Transits — 1959-1983 
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Auditor’s Report 


AUDITOR GENERAL OF CANADA 


The Honourable Lloyd Axworthy, P.C., M.P. 
Minister of Transport 


| have examined the balance sheet of The St. Lawrence Seaway Authority as at March 31, 1984 and the 
statements of operations, deficit and changes in financial position for the year then ended. My examination was 
made in accordance with generally accepted auditing standards, and accordingly included such tests and other 
procedures as | considered necessary in the circumstances. 


In my opinion, these financial statements give a true and fair view of the financial position of the Authority as at 
March 31, 1984 and the results of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding 
year. 


| further report that, in my opinion, proper books of account have been kept by the Authority, the financial 
statements are in agreement therewith and the transactions that have come under my notice have been within its 
statutory powers. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Ottawa, Canada 
May 18, 1984 
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Balance Sheet 
as at March 31, 1984 


Assets 
1984 1983 
Current 
Cash and term deposits $ 15,406,161 $ 11,514,178 
Accounts receivable 3,347,047 1,038,917 
Accrued interest receivable 2,015,892 1,850,490 
Supplies inventory 2,171,217 2,203,640 
22,940,317 16,607,225 
Long-term receivables (Note 3) 595,490 730,528 
Investments 
Deposit in Consolidated Revenue Fund 5,000,000 — 
Canada bonds (Note 4) 37,519,788 40,497,288 
Subsidiary companies (Note 5) 9,600 9,600 
_ 42,529,388 40,506,888 
Fixed 
Land, locks, canals and other deep waterway 
facilities (Note 6) 602,095,285 606,505,802 


$668,160,480 


$664 ,350,443 


Liabilities 
Current 
Accounts payable $ 3,902,984 $ 2,694,997 
Accrued liabilities 7,235,348 5,265,470 
__ 11,138,332 7,960,467 
Long-term 
Accrued employee termination benefits 12,425,428 12,074,078 
Deferred interest (Note 7) 210,000,000 210,000,000 
222,425,428 222,074,078 
233,563,760 230,034,545 


Equity of Canada 


Contributed capital 


$624,950,000 


$624 ,950,000 


Deficit (190,353,280) (190,634,102) 
434,596,720 434 315,898 
$668,160,480 $664,350,443 

Approved: 


W.A. O’NEIL R.J. FORGUES 


President Comptroller and Treasurer 


Statement of Operations 
for the year ended March 31, 1984 


Montreal — Thousand Total 
Lake Ontario Welland Total Islands SRE 
Section Section Seaway Bridge 1984 1983 
Revenue oe ac es, 
Tolls $26,819,546 $28,147,300 $54,966,846 $ — $54,966,846 $48,240,675 
Leases and licenses 411,643 1,796,299 2,207,942 86,448 | 2,294,390 2,131,800 
Other 915,422 462,546 1,377,968 424,140 & 1,802,108 2,036,333 
28,146,611 30,406,145  58,552,756 510,588 | 59,063,344 52,408,808 
Expenses CARTE 
Operation 6,204,382 9,158,866 15,363,248 — A 15,363,248 14,701,046 
Maintenance (Note 8) 8,691,227 12,369,612 21,060,839 87,268 21,148,107 19,988,571 
Administration 3,984,408 3,974,657 7,959,065 169,442 | 8,128,507 8,354,671 
Headquarters 3,317,619 4,373,325 7,690,944 36,000 7,726,944 8,878,949 
Research and development 501 661 1,162 a Tie2 9,187 
Depreciation 42201 4,711,747 8,839,018 921109 8,871,173 8,730,879 
Employee termination benefits 496,628 859,907 12856585 — 1,356,535 © 1,492,678 
26,822,036 35,448,775 62,270,811 324,865 62,595,676 62,155,981 
Income (loss) from operations 1,324,575 (5,042,630)  (3,718,055) 185,723 | (8,532,882) (9,747,173) 
Investment income 2,371,631 3,126,312 5,497,943 = | 5,497,943 6,034,313 
Income (loss) before ee - = 
extraordinary item 3,696,206 (1,916,318) 1,779,888 185728 1,965,611 (3,712,860) 
Provision for settlement of claims PAR tices bas 
(Note 9) = (1,684,789) (1,684,789) —  (1,684,789) = 
Net income (loss) for the year $ 3,696,206 $(3,601,107) $ 95,099 $185,723 LS 280,822 _$ (3,712,860) 


Statement of Deficit 
for the year ended March 31, 1984 


Thousand Total 
Islands 
Seaway Bridge 1984 _ 1983 
Deficit (retained earnings), beginning of the year $191 ,589,392 $ (955,290) _ $190,634,102 © $186,921 242 
Loss (net income) for the year (95,099) (185,723) | (280,822) 3,712,860 
Deficit (retained earnings), end of the year $191,494,293 $(1,141,013) | $190,353,280  — $190,634,102 
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Statement of Changes in Financial Position 


SOURCE OF FUNDS 
Operations 
Income (loss) before extraordinary item 
Items not requiring an outlay of funds 
Depreciation 
Employee termination benefits 
Loss on disposal of fixed assets 


Reduction in long-term receivables 
Proceeds on disposal! of fixed assets 
Proceeds from maturity of Canada bonds 


APPLICATION OF FUNDS 


Deposit in Consolidated Revenue Fund 

Fixed asset additions 

Provision for settlement of claims 

Transfer of accrued employee termination 
benefits to current liabilities 


Increase (decrease) in working capital 
Working capital, beginning of the year 


WORKING CAPITAL, END OF THE YEAR 


Seaway 


$ 1,779,888 


8,839,018 
1,356,535 
17,645 


11,993,086 


135,038 
53,925 
2,977,500 


15,159,549 


5,000,000 
4,159,816 
1,684,789 


1,005,185 


11,849,790 


3,309,759 


8,752,985 


$12,062,744 


for the year ended March 31, 1984 


Thousand 
Islands 
Bridge 1984 1983 
$185,723 $ 1,965,611 $ (3,712,860) 
32,155 8,871,173 8,730,879 
— 1,356,535 1,492,678 
— 17,645 16,935 
217,878 12,210,964 6,527,632 
— 135,038 129,960 
— 53,925 50,839 
— 2,977,500 — 
217,878 15,377,427 6,708,431 
— 5,000,000 — 
372,410 4,532,226 7,679,514 
— 1,684,789 — 
— 1,005,185 621,712 
372,410 12,222,200 8,301,226 
(154,532) 3,155,227 (1,592,795) 
(106,227) 8,646,758 10,239,553 
$(260,759) $11,801,985 $8,646,758 
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Notes to Financial Statements 


March 31, 1984 


1. AUTHORITY AND OBJECTIVES 


The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act and is classified as a proprietary 
Crown corporation under Schedule D of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such 
works and other property, including bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 


(A) 


(B) 


. SIGNIFICANT ACCOUNTING POLICIES 


SUPPLIES INVENTORY 

The supplies inventory is recorded at cost. 

INVESTMENT IN SUBSIDIARY COMPANIES 

The investment in the Authority’s three subsidiary companies is recorded at cost. The financial statements of the subsidiary companies 


have not been consolidated in these financial statements because changes in the equity of the subsidiaries do not accrue to the 
Authority. 


Separate financial statements for each of the subsidiary companies are available to the public and summarized financial information is 
disclosed in Note 5. 


FIXED ASSETS 


Fixed assets are recorded at cost. All additions, replacements or major improvements which increase the capacity of the deep waterway 
system are capitalized. Repairs and maintenance are charged to operations as incurred. The cost of assets sold, retired, or abandoned, 
and the related accumulated depreciation are removed from the accounts on disposal. Gains or losses on disposals are credited or 
charged to operations. 


Depreciation is recorded using the straight-line method based on the estimated useful lives of the assets. 

EMPLOYEE TERMINATION BENEFITS 

Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded in the accounts as the benefits accrue to employees. 

PENSION PLAN 

All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada. 


Contributions to the Plan are required from both the employee and the Authority. These contributions represent the total liability of the 
Authority and are recognized in the accounts on a current basis. 


THOUSAND ISLANDS BRIDGE 


In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand Islands 
Bridge. The capital assets of the Thousand Islands Bridge were transferred to the Authority at a cost of $1. Subsequent to September 
1976, capital expenditures made by the Authority to improve the Thousand Islands Bridge have been recorded as fixed assets (see Note 
6). The retained earnings of the Thousand Islands Bridge represent the cumulative earnings of the Bridge while being operated by the 
Authority. 


These financial statements have segregated the operations and assets related to the Thousand Islands Bridge on the premise that its 
management and operation is separate from basic Seaway operations. 


3. LONG-TERM RECEIVABLES 


The Authority has entered into long-term contractual agreements for the sale of two parcels of land and for the recovery of costs associated 
with the construction of certain facilities. 
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The following long-term receivables are outstanding at March 31: 


1984 1983 
54% amount receivable in blended annual payments of $99,519 including 
principal and interest, maturing in 1986 $184,394 $269,751 
52% amount receivable in blended annual payments of $28,000 including 
principal and interest, maturing in 1986 207,384 223,113 
Non-interest bearing amount receivable in annual payments of $33,952, 
maturing in 1990 203,712 237,664 
$595,490 $730,528 
4. CANADA BONDS 
The Authority has the following investment in Canada bonds at March 31: 
1984 1983 
Cost $37,519,788 $40,497,288 
Par value 38,000,000 41,000,000 
Market value 32,083,125 37,442,375 
5. SUBSIDIARY COMPANIES 


The investment in subsidiaries consists of the cost of the shares of the following wholly-owned subsidiaries: 


Great Lakes Pilotage Authority, Ltd. (G.L.P.A.) 


The Jacques Cartier and Champlain Bridges Incorporated (J.C.C.B.) 


The Seaway International Bridge Corporation, Ltd. (S.I.B.C.) 


No. of shares 


15 
1 
8 


Cost 
$1,500 
100 
8,000 
$9,600 


Summarized financial information relating to these subsidiaries based on their most recently completed fiscal years is as follows: 


Assets 
Current 
Fixed 


Liabilities 
Current 
Due to Canada 
Other long-term 


Equity (deficit) 


Revenues 
Expenses 
Bridge user charge paid to the Authority 


Loss for the year 


The bridge user charge is an amount transferred annually to amortize the Authority’s construction and interest costs related to the North 


G.L.P.A. 


Dec. 31/83 


$ 3,902,822 
35,094 


3,937,916 


2,681,782 


3,161,414 
5,843,196 
$ (1,905,280) 


$10,034,503 
10,524,146 


$ 489,643 


J.C.C.B. 


Mar. 31/84 


$ 4,631,204 
23,174,828 


27,806,032 


1,439,688 
110,756,052 
663,755 


112,859,495 
$(85,053,463) 
$ 6,185,414 
10,575,523 


$ 4,390,109 


S.I.B.C. 


Dec. 31/83 


$ 307,551 
56,293 


363,844 


140,572 


215,272 


355,844 
$ 8,000 


$1,424,502 
1,123,347 
301,155 


Res eile 


Channel Bridge. At March 31, 1984, $12,213,160 (1983 — $12,514,315) in construction and interest costs remained unamortized. 


During the year, the Authority provided J.C.C.B. with administration services for which it charged $528,700 (1983 — $500,000). As at March 
31, 1984, $44,058 (1983 — $41,667) remained outstanding in the Authority’s accounts. 


6. LAND, LOCKS, CANALS AND OTHER DEEP WATERWAY FACILITIES 


$801,851 386 


$199,756,101 


$602,095,285 


1984 1983 
Depreciation Accumulated 
Rate Cost depreciation Net Net 
Seaway: 
Land = $ 31,072,929 $ a $ 31,072,929 $ 31,024,989 
Channels and canals 1% 249,092,865 58,710,225 190,382,640 192,873,568 
Locks 1% 235,831,007 75,722,978 160,108,029 156,119,156 
Bridges and tunnels 2% 86,390,787 31,303,455 55,087 332 56,721,594 
Buildings 2% 12,078,275 5,886,941 6,191,334 6,325,263 
Equipment 2-20% 15,446,420 6,683,399 8,763,021 8,899,220 
Remedial works — expenditures on properties 
owned by others, relating to Seaway 
construction 1% 134,018,970 21,299,002 112,719,968 114,060,158 
Interest during construction — 32,822,016 — 32,822,016 32,822,016 
Works under construction 3,546 244 — 3,546,244 6,598,321 
800,299,513 199,606,000 600,693,513 605,444,285 
Thousand Islands Bridge: 
Improvements 15517878 150,101 1,401,772 1,061,517 


$606,505,802 


No depreciation has been provided on interest of $32.8 million capitalized during construction of the Welland Modernization Project. It is 
anticipated that the interest will be cancelled and reversed as part of the second phase of the refinancing of the Authority. This matter has 
been under study by the Office of the Comptroller General. 


7. EQUITY FINANCING 


As of April 1, 1977, loans from Canada of $625 million were converted to equity by parliamentary appropriation. The unpaid interest of $210 
million on these loans is reflected on the balance sheet as deferred interest. This deferred interest, on which no further accrual of interest is 
required, is not classified as a current liability because the Authority is currently seeking approval from Parliament to have the unpaid 
interest forgiven. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from 
time to time, the amount that shall be paid by the Authority annually out of its toll revenue as areturn on capital. No return on capital has 
been required to be paid for the 1984 and 1983 fiscal years. 


8. SPECIAL RECOVERY CAPITAL PROJECTS PROGRAM 


During the year, the Authority became entitled to $3 million under the Federal Government’s Special Recovery Capital Projects Program of 
which $1,143,896 has been received and $1,856,104 is included in accounts receivable. These grants, which relate entirely to the Welland 
Canal, have been credited to income through a reduction in maintenance charges. 


9. EXTRAORDINARY ITEM 
The extraordinary item is a provision for settlements related to the Welland By-Pass. 


ence MT RN Ee 
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10. 


INCOME TAXES 


The Authority, as a Schedule D Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not subject to any 
provincial income taxes. 


Undepreciated capital cost for tax purposes in excess of net book value of capital assets, amounted to approximately $176 million. The tax 
effect of this excess has not been recorded in the accounts. 


The Authority has incurred research and development costs of approximately $6 million and has applied, under Section 37 of the Income 
Tax Act, to have these costs deferred and made available to reduce the taxable income of future periods. 


Unused investment tax credits of approximately $231,000 are available to reduce future taxes payable up to March 31, 1989. 


. COMMITMENTS AND CONTINGENCIES 


Contractual obligations for capital and other expenditures, at March 31, 1984 amounted to $961,826 (1983 — $1,779,244), 


In connection with its operations, the Authority is the claimant or defendant in certain pending or threatened claims and lawsuits. It is the 
opinion of management that these actions will not result in any material liabilities to the Authority. 


. RECLASSIFICATION 


Some of the 1983 comparative figures were reclassified to conform to the presentation adopted in 1984. 


Head Office 


Tower “A”, Place de Ville 
Ottawa, Ontario 
K1R 5A3 


Headquarters 


202 Pitt Street 
Cornwall, Ontario 
K6J 3P7 


Offices 


Eastern Region 
St. Lambert Lock 
St. Lambert, Quebec 
J4P 3N7 


Western Region 
508 Glendale Avenue 
St. Catharines, Ontario 
L2R 6V8 


President 
W.A. O’NEIL 


Member 
W.F. BLAIR 


Secretary 
L.E. BELAND 


Vice-President, Western Region 
M.S. CAMPBELL 


Chief Engineer 
H.L. FERGUSON 


Executive Officers 


Comptroller and Treasurer 
R.J. FORGUES 


Director of Operations and Maintenance 
J.M. KROON 


Director of Corporate Planning 
J.B. McLEOD 


Vice-President, Eastern Region 
E.J. ROSSI 


Senior Economic Advisor to the President 
G.V. SAINSBURY 


Director of Personnel and Administration 
C.G. TREPANIER 


Counsel 
N.B. WILLANS 


Copies of this report may be obtained from 
The St. Lawrence Seaway Authority, Tower “A”, 
Place de Ville, Ottawa, Canada, K1R 5A3. 
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March 31, 1985 


The Honourable Don Mazankowski, P.C., M.P. 
Minister of Transport 
Ottawa 


Dear Sir: 


In accordance with the provisions of section 
152 of the Financial Administration Act, | have the 
honour to transmit to you the statement of accounts 
of The St. Lawrence Seaway Authority for the fiscal 
year ended March 31, 1985. 


The year 1984 was indeed an eventful one for 
the operators and users of the Seaway. It marked, as 
you know, the Silver Anniversary of the opening of 
the waterway and numerous events were held dur- 

_ing the navigation season in celebration of this sig- 
nificant milestone in the twenty-five year history of 
what has become one of the world’s most important 
navigation systems. 


On the operational side, the year also proved to 
be quite remarkable. Although both sections of the 
system opened on schedule with generally favora- 
ble weather and ice conditions, heavy ice jams deve- 
loped in the St. Clair River which lasted until the end 
of April and caused numerous delays to commercial 
shipping. Normal operating conditions prevailed 
during the rest of the season until November 21 
when a shaft in one of the sheave assemblies on the 
lift bridge at Valleyfield failed — an event that was 
unique in Seaway history. Repairs to the bridge 
required that navigation be suspended until 
December 9 and it was very fortunate that unusually 
favorable weather conditions and extraordinary 
efforts by Seaway personnel, pilots and users com- 
bined to prevent a major disaster for the shipping 
industry. As it turned out, it was possible to keep the 
system open until January 2, 1985, the latest closing 
date ever, and to allow all ships that wished to leave 
the waterway before freeze up to do so. 


A number of shipping companies have insti- 
tuted court actions, so far totalling $5.4 million, 
against The St. Lawrence Seaway Authority alleg- 
ing financial losses as a result of the interruption to 
traffic, and more such actions are anticipated. The 
Authority believes that it cannot be held liable for 
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DES 


any such losses and is contesting all these claims. In 
addition, the Corporation has instituted a court 
action for $20 million against the designer of the 
Valleyfield bridge in respect of the cost of repairs to 
the bridge and other similar bridges. 


Despite the traffic delays caused by April ice 
conditions in the St. Clair River and the late season 
interruption resulting from the Valleyfield bridge 
accident, the amount of cargo moved through the 
Seaway during the 1984 season exceeded our initial 
forecasts. On the Montreal-Lake Ontario section 
traffic reached a level of 47.5 million tonnes, more 
than 5% above 1983. Shipments through the Wel- 
land were 53.9 million tonnes, some 7.5% higher 
than the previous year. This represents a substantial 
recovery from the low tevels of 1982 when, as a 
result of the economic recession, cargo tonnage 


had dropped to less than 43 million and just over 49 
million, respectively, on the two sections. 


As a result of this improved traffic situation, 
total revenues, including investment income during 
1984/85, amounted to $70.1 million as compared to 
$64.1 million in the previous year. Unfortunately, 
this increase in revenue was more than offset by the 
unanticipated expenses of $8.3 million relating to 
repairs to approach walls at the Welland and those 
encountered with bridges in the Montreal-Lake 
Ontario section. Total expenses for the year 
amounted to $72.6 million in contrast to the $64.0 
million incurred during 1983/84. 


The net loss for 1984/85 reached $2.6 million, 
while the net result for 1983/84 was a profit of $95 
thousand. Despite last year’s deficit, however, the 
Authority has managed to remain on a self- 
supporting basis for the seventh consecutive year. 


Also worthy of note is the fact that during 1984, 
the Canadian and U.S. Seaway entities agreed that 
the freeze on tolls put into effect at the beginning of 
the 1984 navigation season should be extended 
through 1985. It was agreed, at the same time, that 
the division of toll revenues during 1985 would be on 
the basis of 73% to Canada and 27% to the US. 
rather than 71/29 as had been the case since 1978. 


In conclusion, | would like to express my thanks 
for the support and assistance that the Authority 
received from all quarters during 1984 — a year that 
will be long remembered in the annals of the St. 
Lawrence Seaway. 


Respectfully yours, 


ML! 


W.A. O'Neil 
President 


Traffic 


The upward trend in Seaway traffic which started in 
1983 continued during the 1984 season. Shipments 
on the Montreal-Lake Ontario section amounted to 
47.5 million tonnes, 5.4% above 1983. On the Wel- 
land, they reached the 53.9 million tonne level, some 
7.5% higher than the year before. This represents a 
substantial recovery from the low levels of 1982 
when, as a result of the economic recession, cargo 
tonnage dropped to less than 43 million and just 
over 49 million respectively on the two sections. 


The recovery in the 1984 traffic is mainly attributed 
to the substantial increase in iron ore and manufac- 
tured iron and steel imports to the U.S., a result of 
higher steel demand reinforced by a strong U.S. 
dollar. 


Iron ore movements through the Seaway in the 1984 
season were about 10% higher than the previous 
year while manufactured iron and steel traffic rose 
by some 50%. Coal traffic also performed well, up 
more than 1.2 million tonnes, or 22%, on the Wel- 
land. This was the result of higher demand as well as 
significant stockpiling by coal users in anticipation 
of a strike by the United Mine Workers of America. 
This strike did not materialize. 


On the other hand, grain, which is the major com- 
ponent of Seaway traffic, declined slightly from the 
24.8 million tonne level reached in 1983. This 
decline reflected a drop of some 1.2 million tonnes 
in Canadian grain shipments which resulted in large 
part from the serious drought conditions expe- 
rienced in Western Canada last summer. Mean- 
while, U.S. grain has continued to recover from the 
low levels of several years ago with shipments of 
about 8 million tonnes, more than 13% above the 
previous year, and approximately half the volume of 
Canadian grain. This is still some distance, how- 
ever, from the 14 million tonne level achieved in 
1978 when U.S. grain shipments exceeded those of 
Canada. 


Other bulk products, coke, petroleum products, 
stone, salt, etc., reached the seven million tonne 
level, an increase of about 3% over 1983. 


General cargo at close to 5 million tonnes, mainly 
manufactured iron and steel, showed an impressive 
gain of almost 50% over the previous year. 


Vessel transits on the Montreal-Lake Ontario sec- 
tion last season numbered 3,597, down 114 from 
1983. On the Welland, there were 4,555 transits, 10 
more than the previous year. It is worth noting, also, 
that on both sections, loaded transits were up, while 
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those in ballast declined significantly, indicating a 
more efficient use of Seaway facilities. 


Looking ahead to the 1985 season, we do not antici- 
pate much in the way of an increase in Seaway 
traffic. At present the consensus is that while the 
rate of growth in both the Canadian and U.S. econ- 
omies will slow somewhat compared to 1984, no 
recession is likely for 1985. This should have a sta- 
bilizing effect on such important Seaway traffic as 
iron ore, coal and other bulk products. The situation 
with respect to grain is more complex since it 
involves world market conditions as well as North 
American. Canadian grain supplies, because of the 
poor crop last year, are likely to be very tight for the 
first half of the season while, at the same time, good 
crops in other major suppliers to the world market 
will create a highly competitive sales environment. 
While the Canadian grain export picture is not 
encouraging, U.S. grain supplies are plentiful and 
with the expected increase in Soviet imports, the 


Seaway should experience a continued upward 
trendin U.S. shipments — to a degree, however, that 
will not only partially offset the expected significant 
decline in Canadian Seaway grain traffic. 


On balance, the traffic picture for 1985 looks similar 
to the one that prevailed last year, with little change 
anticipated in total tonnage levels. 


Finances 


Although Seaway tolls remained at the same level in 
1984 as the previous season, Authority revenues 
reflected the improvement in traffic levels on both 
sections of the waterway. Income for the fiscal year 
1984/85, including that from investments, reached a 
record level of $70.1 million as compared to $64.1 
million during 1983/84. This also represented a con- 
siderable increase over the $65.1 million that the 
Authority had budgeted for at the beginning of the 
fiscal year. 


This welcome upsurge on the revenue side was, 
however, more than offset by unanticipated expen- 
ditures relating to repairs to walls on the Welland 
Canal, and to the Valleyfield and St. Louis bridges in 
the Montreal-Lake Ontario section. Total expenses 
for the year rose to $72.6 million compared to $64.0 
million in 1983/84, and well above the $67.3 million 
figure that had been originally budgeted for. 


The end result of the unexpected developments on 
both the revenue and expense side during 1984/85 
was a net loss for the Authority of $2.6 million com- 
pared to the profit of $95 thousand experienced the 
year before. The 1984/85 budget had anticipated a 
loss of $2.2 million. Despite the loss incurred last 
year, the Corporation has managed to remain ona 
self-supporting basis for the seventh consecutive 
year. 


The financial outlook, however, for 1985/86 is defi- 
nitely not an encouraging one. With little or no 
increase in traffic expected and tolls again remain- 
ing at the 1983 level, revenues cannot be expected 
to increase in this fiscal year. Expenses, on the other 
hand, if adequate Seaway service is to be main- 
tained, must inevitably rise in line with increasing 
costs and notwithstanding the continued applica- 
tion by the Authority of a rigorous cost restraint 
program. In these circumstances, another deficit 
appears to be unavoidable and the Corporation has 
had to budget for a loss of $9.1 million for 1985/86. 
The continuation of such losses will, of Course, 
make the Authority’s mandate to remain on a self- 
sustaining basis increasingly difficult to maintain 
without a substantial increase in the present level of 
Seaway tolls. 


Operations 


The Montreal-Lake Ontario section opened on April 
2, 1984. At that time this section of the Seaway 


system was generally open water with scattered | 


areas of broken ice. All navigation aids were com- 
missioned on April 10 and full 24-hour navigation 
commenced as of this date. 


The Welland Canal opened to navigation on March 
28, 1984. Operating conditions were quite favoura- 
ble as the usual heavy ice in the Port Colborne- 
Eastern end of Lake Erie area did not develop. On 
the other hand, very heavy ice conditions occurred 
in the St. Clair River which lasted until the end of 
April and caused numerous delays to commercial 
shipping. The situation was, however, rendered less 
serious by the effective escorting service provided 
by Canadian and U.S. ice breakers. 


Unusually favourable weather conditions during 
December allowed the continuation of navigation 
on the system until January 2, 1985, the latest clo- 
sing date ever. This longer season was the key fac- 
tor in permitting the passage of vessels that had 
been delayed because of a suspension to navigation 
in the Beauharnois Canal from November 21 until 
December 9, 1984. 


This situation, unique in the history of the Seaway, 
was brought about when a shaft in one of the sheave 
assemblies on Valleyfield Bridge failed. The result- 
ing down time to repair this shaft blocked traffic in 
that section for some 19 days and when navigation 
resumed on December 9 there were 165 vessels 
waiting to transit (upbound 61, downbound 104). 
Through extraordinary efforts by Seaway person- 
nel, pilots and Seaway users, and the assistance of 
good weather conditions, the backlog of vessels 
was dissipated by December 15. 


During 1984, a number of major works were under- 
taken throughout the Seaway system. 


In the Montreal-Lake Ontario section, new shafts 
were installed in all sheave assemblies on both Val- 
leyfield and St. Louis bridges. In the Welland Canal, 
concrete restoration was undertaken at Lock 1, 
Lock 5, Lock 6 and Bridge 6. These projects were 
carried out under the Federal Government’s Special 
Recovery Capital Projects Program. In addition, 
major improvements took place in the Port Col- 
borne area, below Lock 8, to stabilize tie-up walls 
and remove a section that had collapsed. 


The implementation of the Welland Canal Traffic 
Control Improvement Program continued and the 
new system is scheduled to come into operation in 
early 1986. 


Other Matters 


The year 1984 proved to be a singularly eventful one 
for both the users and operators of the St. Lawrence 
Seaway. To begin with, it marked the deep water- 
way’s Silver Anniversary and this occasion provided 
an ideal opportunity to bring a wider awareness to 
the Canadian and U.S. public of the vital importance 
of the Seaway to the North American economy. 
Numerous functions were held to celebrate the 
twenty-fifth anniversary, and media coverage was 
generally widespread and favorable. 


Another high profile event for the Seaway during 
1984/85 was a joint Canadian-U.S. marketing ven- 
ture to promote an increased interest in the use of 
the Seaway on the part of European shippers. This 
trade promotion group was the first to combine 
Canadian and U.S. Seaway officials, representa- 
tives of two provincial governments and eight U.S. 
states as well as anumber of port and transportation 
industry executives in a visit to Europe. Audiences 
in London, Paris/Le Havre, Antwerp, Rotterdam and 
Hamburg included government, diplomatic and 
transportation officials. In each city information 
about the Seaway and its importance to the econo- 
mies of both Canada and the U.S. was presented 
and the members of the mission were all highly 
enthusiastic about their reception by the 
Europeans. 


A less upbeat happening for the Authority in the 
past year was a product of the aforementioned Val- 
leyfield bridge accident. Ten court actions totalling 
$5.4 million have been instituted against the Crown 
Corporation by shipping companies alleging finan- 
cial losses suffered as a result of the breakdown of 
the bridge in November, 1984 and more such 
actions are anticipated. However, in the Authority’s 
view, it cannot be held liable for any such losses and 
is contesting all these claims. In addition, the 
Authority has instituted a court action for $20 mil- 
lion against the designer of the Valleyfield bridge in 
respect of the cost of repairs to the bridge and other 
similar bridges. 


Another event worth noting is the agreement 
reached last year between the Canadian and U.S. 
Seaway entities to extend through 1985 the freeze 
on tolls put into effect at the beginning of the 1984 
navigation season. This decision was made in order 
to assist those users, particularly the western grain 
producers, who were still feeling the effects of the 
recent severe economic recession. The entities also 
agreed that the division of toll revenues during 1985 
would be on the basis of 73% to Canada and 27% to 


the U.S., rather than 71/29 as had been the case 
since 1978. 


One other development during the past year that 
deserves reference is the increased prominence 
being given by the Authority to the Corporate Plan- 
ning process. 


Although the SLSA has for many years produced a 
Corporate Plan, it was decided in early 1983 to form 
a small Corporate Planning Branch which would be 
responsible for the management of a more formal 
corporate planning process as well as for economic 
Studies and forecasts. In addition, the Corporate 
Plan produced near the end of 1984-85 was for- 
warded to the Minister of Transport and Treasury 
Board for approval according to the new crown cor- 
poration legislation proclaimed in September 1984. 


Finally, to sum up, it can be said with Certainty that 
1984 turned out to be a year that will long be 
remembered in the annals of the St. Lawrence 
Seaway. 


SEAWAY 
Montreal-Lake Ontario Section 


Revenue 
Expenses 


Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


Welland Section 


Revenue 
Expenses 


Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


Total Seaway 


Revenue 
Expenses 


Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


THOUSAND ISLANDS BRIDGE 


Revenue 
Expenses 


Profit (Loss) 


1984/85 


$30,560 


33,554 


(2,994) 
3,433 


439 


32,453 


39,064 


(6,611) 
3,616 


(2,995) 


63,013 


72,618 


(9,605) 
7,049 


$ (2,556) 


1983/84 


$28,147 


26,822 


1,325 
2,371 


3,696 


30,406 


37,134. 


(6,728) 
3,127 


_ (3,601) 


58,553 


63,956 


Five Year Financial Summary 


1982/83 


$25,305 
27,413 


(2,108) 


2,672 


564 


26,735 


34,361 


(7,626) 
3,362 


(4,264) 


52,040 


61,774 


(9,734) 
6,034 


$ (3,700) 


$ 369 
382 


$ (13) 


1981/82 


$25,980 


26,458 


(478) 
2,873 


2,395 


25,637 


32,728 


(7,091) 
3,411 


(3,680) 


51,617 


59,186 


(7,569) 
6,284 


$ (1,285) 


$ 390 
274 


5 "6 


(in thousands of dollars) 


1980/81 


$24,012 
23,407 


605 
2,341 


2,946 


25,860 
31,892 


(6,032) 
2,987 


(3,045) 


49,872 

55,299 

(5,427) 
5,328 


$ (99) 


$ 491 
311 


$ 180 


Cargo Tonnages and 
Vessels Transits — 1959-1984 


Millions Tonnes 


MONTREAL-LAKE ONTARIO SECTION 


WELLAND CANAL 


Number of Transits (x 1000) 


Fe CO) aes Ol ee CO OS) 


1959 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 


Auditor’s Report 
RS Oe UT GLa ao CN Esco Anon Ce aa ee aac hs See ae in ee Calais ie cana 


AUDITOR GENERAL OF CANADA 


The Honourable Don Mazankowski, P.C., M.P. | 
Minister of Transport 


| have examined the balance sheet of The St. Lawrence Seaway Authority as at March 31, 1985 
and the statements of operations, deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as | considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the Authority as at 
March 31, 1985 and the results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles applied on a basis consist- 
ent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my 
examination of the financial statements have, in all significant respects, been in accordance with the 
Financial Administration Act and regulations, The St. Lawrence Seaway Authority Act and the 


by-laws of the Authority. 


Kenneth M. Dye, F.C.A. 
Auditor General of Canada 


Ottawa, Canada 
May 24, 1985 


Assets 


Current 


Cash and term deposits 
Accounts receivable 
Accrued interest receivable 
Supplies inventory 


Long-term receivables (Note 3) 


Investments 


Canada bonds (Note 4) 

Deposits in Consolidated Revenue Fund 
(Note 5) 

Subsidiary companies (Note 6) 


Fixed (Note 7) 


Liabilities 
Current 


Accounts payable 
Accrued liabilities 


Long-term 


Accrued employee termination benefits 
Deferred interest (Note 8) 


Contingencies (Note 12) 


Equity of Canada 


Contributed capital (Note 8) 
Deficit 


Approved: 
W.A. O’NEIL 


as at March 31, 1985 


_R.J. FORGUES 


President 


Comptroller and Treasurer 


( 


Balance Sheet 


in thousands of dollars 


1984 


$ 15,406 
3,347 
2,016 
GA: 


22,040 
595 


37,520 


5,000 
10 


42,530 
602,095 
$668,160 


12,425 
210,000 


222,425 
233,563 


624,950 
(190,353) 


434,597 
$668,160 


) 


Revenues 
Tolls 
Leases and licenses 
Other 


Expenses 
Operating 
Maintenance 
Administration 
Headquarters 
Depreciation 
Employee termination benefits 


Income (loss) from operations 

Investment income 

Income (loss) before extraordinary 
item 

Final adjustment (provision) for 
settlement of claim 


Net income (loss) for the year 


Montreal — 


Lake 
Ontario 


Section 


$ 29,632 
420 
508 


~ 30,560 


6,394 
14,096 
4,291 
4,080 
4,111 
582 


33,554 


(2,994) 
3,433 


439 


Welland 


_ Section _ 


$ 29,830 
1,879 
744 


32,453 


9,652 
16,687 
4,233 
4,297 
4,708 
621 
40,198 


(7,745) 
3,616 


(4,129) 


1,134 
$ (2,995) 


1985 


Total 
Seaway 


$ 59,462 
2,299 
1,252 


63,013 


16,046 
30,783 
8,524 
8,377 
8,819 
1,203 


73,152 


(10,739) 


7,049 


(3,690) 


1,134 


$ (2,556) 


Statement of Operations 
for the year ended March 31, 1985 (in thousands of dollars) 


Thousand 
Islands 


Bridge 


83 
817 


900 


$ 454 


1984 


Total , 


$ 54,967 
2,294 
1,802 


59,063 


15,364 
21,148 
8,128 
rane 
8,871 
1,357 
62,595 
(3,532) 
5,498 


1,966 


(1,685) 
281 


Statement of Deficit 


for the year ended March 31, 1985 (in thousands of dollars) 


Deficit (retained earnings), beginning of the year 


Loss (net income) for the year 


Deficit (retaining earnings), end of the year 


1985 
Thousand 
Islands 
Seaway Bridge 
$ 191,494 $ (1,141) 
2,556 (454) 
$ 194,050 $ (1,595) 
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1984 


Total 


$ 190,634 
(281) 


$ 190,353 


SOURCE OF FUNDS 
Operations 
Income (loss) before extraordinary item 
Items not requiring an outlay of funds 
Depreciation 
Employee termination benefits 
Loss (gain) on disposal of fixed assets 


Final adjustment for settlement of claim 
Proceeds from maturity of Canada bonds 
Proceeds on disposal of fixed assets 
Reduction in long-term receivables 


APPLICATION OF FUNDS 
Deposit in Consolidated Revenue Fund 
Fixed asset additions 
Transfer of accrued employee termination 
benefits to current liabilities 
Provision for settlement of claim 


Increase (decrease) in working capital 
Working capital (deficiency), beginning 
of the year 
WORKING CAPITAL, END OF THE YEAR 


Statement of Changes in Financial Position 


_—_— 


Seaway 


$ (3,690) 


8,819 
1,203 
(68) 
6,264 
1,134 
962 
214 
140 


PRO 


8,000 
4,559 


731 


_ 13,290 
(4,576) 


12,063 
$ 7,487 
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for the year ended March 31, 1985 


1985 


Thousand 
Islands 


Bridge 


$ 454 
32 


( 


in thousands of dollars 


$ 1,966 


8,871 
1,356 
18 


12211 


ROUTES 
$ 11,802 


) 


Notes to Financial Statements 
March 31, 1985 


1. AUTHORITY AND OBJECTIVES 


The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act and is classified as a parent 
Crown corporation under Schedule C Part | of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such 
works and other property, including bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 
2. SIGNIFICANT ACCOUNTING POLICIES 
(a) SUPPLIES INVENTORY 
Supplies inventory is recorded at cost. 
(b) INVESTMENTS IN SUBSIDIARY COMPANIES 


Investments in subsidiary companies are recorded at cost. The financial statements of the subsidiary companies have not been 
consolidated in these financial statements because changes in the equity of the subsidiaries do not accrue to the Authority. Separate 
audited financial statements for each of the subsidiary companies are available to the public. 


(c) FIXED ASSETS 


Fixed assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep waterway system or 
extend the estimated useful lives of existing assets are capitalized. Repairs and maintenance are charged to operations as incurred. 
The cost of assets sold, retired, or abandoned, and the related accumulated depreciation are removed from the accounts on disposal. 
Gains or losses on disposals are credited or charged to operations. 


Depreciation is recorded using the straight-line method based on the estimated useful lives of the assets. 
(d) EMPLOYEE TERMINATION BENEFITS 


Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded in the accounts as the benefits accrue to employees. 


(e) PENSION PLAN 


All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the employee and the Authority. These contributions represent the total liability of the 
Authority and are recognized in the accounts on a current basis. 


(f) THOUSAND ISLANDS BRIDGE 


In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand Islands 
Bridge, while the real property was vested in the name of Her Majesty in Right of Canada. Subsequent capital expenditures made by the 
Authority to improve the Bridge have been recorded as fixed assets. The retained earnings of the Bridge represent its cumulative 
earnings since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its management and 
operation by the Authority is independent of Seaway operations. 


3. LONG-TERM RECEIVABLES 


The Authority has entered into long-term contractual agreements for the sale of two parcels of land and for the recovery of costs associated 
with the construction of certain facilities. Long-term receivables outstanding at March 31 are as follows: 


1985 1984 

(in thousands of dollars) 
54% interest, recoverable in blended annual installments of $99,519, maturing July 1986 $ 94 $ 184 
5% interest, recoverable in blended annual installments of $28,000, maturing in 1995 191 207 
Non-interest bearing, recoverable in annual installments of $33,952, maturing in 1990 170 204 
$455 $595 


4. CANADA BONDS 


The investment in Canada bonds at March 31, set aside by the Authority in order to provide for future major capital improvement projects, is 


as follows: 
1985 1984 
(in thousands of dollars) 
Cost, maturing on varying dates up to 2003 $ 36,558 $ 37,520 
Par value 37,000 38,000 
Market value 33,467 32,083 
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DEPOSITS IN CONSOLIDATED REVENUE FUND 


Consolidated Revenue Fund deposits, set aside by the Authority in order to provide for future payments of employee termination benefits, 
mature on March 31, 1989. 


SUBSIDIARY COMPANIES 


Investments in subsidiary companies consist of the following: 


No. of shares Lost 

Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCB) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8,000 
$ 9,600 


During the year ended March 81, 1985, the Authority provided JCCB with certain administration services for which it charged $550,000 
(1984 — $529,000). At March 31, 1985, $46,000 was outstanding (1984 — $44,000). 


Each calendar year, SIBC pays a bridge user charge to the Authority (1984 — $304,000; 1983 — $301,000) to amortize the Authority's 
construction and interest costs related to the North Channel Bridge. At March 31, 1985, $11.9 million (1984 — $12.2 million) in construction 
and interest costs remained unamortized. 


FIXED ASSETS 


gets 1985 1984 
Depreciation Accumulated 
__ Rate Cost depreciation Net Net 
Seaway: (in thousands of dollars) 
Land Bs $ 30,654 eres $ 30,654 $ 31,073 
Channels and canals 1% 249,093 61,201 187,892 190,383 
Locks 1% 235,969 78,043 157,926 160,108 
Bridges and tunnels 2% 86,391 32,938 53,453 55,087 
Buildings 2% 12,086 6,071 6,015 6,191 
Equipment 2-20% 15,697 7,337 8,360 8,763 


Remedial works — expenditures on properties 
owned by others, relating to Seaway 


construction 1% 134,530 22,654 111,876 112,720 
Interest during construction (see below) — 32,822 = 32,822 32,822 
Works under construction — ee GBS — 7,289 3,546 

804,531 208,244 596,287 600,693 

Thousand Islands Bridge: 
Improvements 2% etal a 182 1,370 1,402 
$ 806,083 $ 208,426 $ 597,657 $ 602,095 


Since the unpaid interest on loans from Canada may be forgiven (see Note 8), no depreciation has been provided on interest of $32.8 
million capitalized during construction of the Weliand Modernization Project. 


EQUITY FINANCING 
As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. This amount was 
recorded as contributed capital. The unpaid interest of $210 million on these loans was not converted and is reflected on the balance sheet 
as deferred interest. This deferred interest, on which no further accrual of interest is required, is not classified as acu rrent liability because 
the Crown Corporations Directorate of the Department of Finance and Treasury Board is currently studying this matter with a view to 
obtain approval from Parliament to have the unpaid interest forgiven. Upon forgiveness, $32.8 million will be credited to fixed assets (see 
Note 7) and $177.2 million will reduce the deficit. 

: PAU iA e versi a ity also authorized the Minister to fix, from 
The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equi 
tine to time, the aint te shall be paid by the Authority annually out of its toll revenue as a return on capital. No return on capital has 
been required to be paid for the years ended March 31, 1985 and 1984. | 
The Minister of Finance announced in his budget papers, tabled in the House of Commons on May 23, 1985, that the Authority will be 
required to contribute $30 million to the Government of Canada during the year ending March 31, 1987. 


10. 


11. 


12. 


SPECIAL RECOVERY CAPITAL PROJECTS PROGRAM 


During the year ended March 31, 1985, the Authority was entitled to $3 million under the Federal Government's Special Recovery Capital 
Projects Program (1984 — $3 million) of which $1 million has been received (1984 — $1.1 million) and $2 million is included in accounts 
receivable (1984 — $1.9 million). These grants, which relate entirely to the Welland Canal, have been credited to operations as a reduction 
of maintenance expenses. 


INCOME TAXES 


The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not subject 
to any provincial income taxes. 


Undepreciated capital cost for tax purposes in excess of net book value of capital assets amounted to approximately $186 million. The tax 
effect of this excess has not been recorded in the accounts. 


The Authority has incurred research and development costs of approximately $4 million. Under Section 37 of the Income Tax Act, these 
casts have been deferred and are available to reduce the taxable income of future years. 


COMMITMENTS 
At March 31, 1985, contractual obligations for capital and other expenditures amounted to $4.3 million (1984 — $962,000). 


CONTINGENCIES 


Ten court actions totalling $5.4 million have been instituted against the Authority by shipping companies alleging economic losses 
suffered as a result of the Valleyfield Bridge breakdown in November 1984. In addition, the Authority has received 284 intentions to claim 
relating to the same matter. The Authority is contesting all these claims, however, their outcome cannot be determined at this time. The 
Authority has advised its insurers of the claims. 


The Authority is also the claimant or defendant in certain other pending or threatened claims and lawsuits. It is the opinion of management 
that these actions will not result in any material losses to the Authority. 


Copies of this report may be obtained from 
The St. Lawrence Seaway Authority, Tower “A”, 
Place de Ville, Ottawa, Canada, K1R 5A8. 


(ISSN 0581-3298) 
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July 2, 1986 


The Honourable John C. Crosbie, Q.C., P.C., M.-P. 
Minister of Transport 
Ottawa 


Dear Sir: 


% 


of the Financial Administration Act, | have the 
honour to transmit to you the statement of accounts 
of The St. Lawrence Seaway Authority for the fiscal 
year ended March 31, 1986. 


In my message last year, | expressed the view 
that 1984 had indeed been an eventful one for the 
operators and users of the Seaway. Little did we 
know then what events 1985 had in store for us. 
Without a doubt, it proved to be the most unusual 
year in the history of the waterway. 


For one thing, traffic dropped by more than 20% 
over the previous season — a very unwelcome and 
unexpected development, particularly since 1983 
and 1984 had showed encouraging signs of recovery 
from the 1981 recession. Sharp declines in grain and 
iron ore, the two commodities which account for 
over 60% of our total shipments, were the prime 
cause of last year’s poor traffic performance. The 
37.3 million tonnes on the Montreal-Lake Ontario 
section and 41.8 million on the Welland represent 
the lowest cargo levels recorded in more than 
15 years. 


The drop in cargo tonnage was, of course, reflected 
in the Authority’s financial accounts. Total income 
for 1985/86, including investment income, fell to 
$57.0 million which was $12.4 million down from 
budget and $13 million below the $70.1 figure 
reached in 1984/85. Total expenses, on the other 
hand, were higher than anticipated and the resultant 
loss for the year of $25.2 million was the largest 
incurred since the Authority was refinanced in 1977. 
Despite this, however, the Corporation because of 
its financial reserves, was able to remain on a 
self-supporting basis for the eight consecutive year 
— a situation which is clearly in jeopardy if Seaway 
traffic does not soon return to more normal levels. 


Operationally, the 1985 season also proved to 
be an unusual year for the Seaway. Since it opened, 
the system has had an enviable record as a safe and 
reliable transportation mode but last season two 
serious interruptions to navigation occurred, one 


In accordance with the provisions of section 152 


A 


Uy 


caused by a blowout of a section of wall at Lock 7 on 
the Welland, and the other resulting from the col- 
lision of a ship with the St. Louis bridge on the 
Beauharnois Canal. These events, coupled with the 
accident at the Valleyfield bridge late in the 1984 
season, have done nothing to enhance the system’s 
reputation for dependability. 


Itis obvious that we have a real challenge before 
us in helping to refurbish the Seaway’s image and | 
would like to assure you that the Authority will be 
doing everything possible in 1986, and beyond, to 
achieve this objective. | might add also that not- 
withstanding the difficulties and hardships they 
caused, the unfortunate interruptions which marred 
the latter part of the 1984 and 1985 seasons did 
demonstrate very clearly how important a role the 
waterway plays in the total North American trans- 
portation network. 


lam confident that the current problems facing 
us will be dealt with successfully and that the 
Seaway will continue to provide a safe, reliable and 
economical transportation system for many years 
to come. 


Respectfully yours, 


ARE) 


W.A. O’Neil 


Traffic 


During 1983 and 1984 there had been encouraging 
signs of a revival in Seaway traffic after the sharp 
declines induced by the worst economic recession 
since World War II. Unfortunately, however, cargo 
tonnage on the system during the 1985 season 
dropped by over 20% compared to the year previous 
— the most precipitous year-to-year decline the 
waterway has experienced since it opened in 1959. 
On the Montreal-Lake Ontario section, tonnage was 
only 37.3 million, the lowest level since 1969. On the 
Welland Canal, one would have to go back to 1963 to 
find a figure below the 41.8 million tonnes recorded 
last season. 


This situation was particularly disturbing because it 
was so unexpected. Prior to the opening of the 
season, indications were that traffic for 1985 would 
be about the same as 1984. As it turned out, however, 
there was a decrease of over 10 million tonnes onthe 
MLO and more than 12 million on the Welland. Of 
added concern, moreover, was the fact that this 
decrease occurred during a year in which the gen- 
eral economic picture was favourable, especially in 
Canada where growth in the G.N.P. of about 5% was 
recorded. 


A look at the commodity breakdown for traffic last 
season makes the reason for the decline pretty ob- 
vious. A sharp drop in the two major components of 
Seaway cargo — grain and iron ore — accounts for 
almost all of the overall loss in tonnage for 1985. 
With respect to grain, exports from North America 
fell dramatically in the face of plentiful world sup- 
plies and extremely competitive market conditions. 
Canadian and U.S. grain shipments via the Seaway 
dropped about 30% compared to the previous year 
and the total of some 16 million tonnes for 1985 
represents a substantial decline from the 25-million- 
tonne average experienced over the preceding 
seven years. 


Iron ore movements continued to suffer from the 
recessioninthe U.S. steel industry, especially in the 
mid-west area which traditionally draws the major 
share of its supplies from the Great Lakes/St. 
Lawrence area. Ore shipments through the MLO 
section fell to less than 9 million tonnes, while on the 
Welland they were below 7 million — quite a drop 
from the 20-million-tonne levels recorded less than 
ten years ago. 


As would be expected in these circumstances, 
commercial vessel transits last season also declined 
substantially. 

However, in assessing this rather bleak traffic 
picture for 1985, we should not overlook the fact that 
other transportation systems that compete with the 
Seaway — the railways, the Mississippi barge route, 


and the east and west coast ports — also recorded 
some substantial declines, particularly in grain and 
iron ore movements. Obviously, these two sectors of 
the North American economy, on which the Seaway 
has traditionally depended for so much of its total 
traffic, are experiencing serious problems. Thus, 
until this situation improves, it would not be realistic 
to anticipate much of a revival in the steady upward 
growth trend characteristic of the waterway prior to 
the onset of the recession in 1981. 


In short, the present outlook does not indicate that 
traffic on the Seaway will improve significantly 
during 1986. Although overall economic conditions. 
remain generally favorable, with continuing growth 
being forecastin the G.N.P. for both Canada and the 
U.S., the prospects for grain and iron ore remain 
discouraging. World grain markets show no indica- 
tion of becoming less competitive and the problem 
for both countries will be to retain existing sales 
levels rather than anticipate much improvement. To 
some degree, an easement in Canada’s present 
short supply situation could help our export sales 
but, at the same time, the decline in the U.S. dollar 
vis-a-vis other major currencies, together with that 
government’s export enhancement program, could 
make some inroads into traditional Canadian mar- 
kets. The way it looks now, any increase in Seaway 
grain traffic this year will probably bein U.S. exports, 
rather than Canadian. 


With regard to iron ore, there are few signs at present 
that the U.S. mid-west steel industry is likely to 
emerge from what appears to be a chronic state of 
recession and, therefore, it is not expected that 
Seaway shipments of this commodity will rise much, 
if at all, from the low levels recorded last year. Simi- 
larly, the outlook for coal, with the reactivation of 
Ontario Hydro’s nuclear energy plants, coupled with 
the declining price of oil, is not encouraging for this 
other important segment of Seaway traffic. 


Tosum up the traffic picture, one might conclude, in 
the light of 1985’s experience, that these recent 
developments reflect structural changes in com- 
modity flows on the system that will be with us ona 
long-term basis. This is, of course, a possibility, but 
it should not be forgotten that quite dramatic fluctu- 
ations in Seaway tonnages have happened in the 
past and, moreover, that world market conditions 
are volatile rather than static. In other words — 
change is the name of the game. While the users and 
operators of the Seaway should realize that the 
record traffic levels enjoyed in the late 1970’s may 
not return for some time to come, there are still tens 
of millions of tonnes of cargo to be carried by vessels 
that will continue to use the Seaway as the most 
economical transportation route available. 


Finances 


The significant decrease in traffic in both sections of 
the system during the 1985 navigation season re- 
sulted in a shortfall of revenue in the amount of $12.4 
million from what had been budgeted for the year. 
The total income of the Authority, including that 
from investments, amounted to $57.0 million as 
compared to $70.1 million for 1984/85. 


Total expenses amounted to $82.2 compared to a 
budget of $78.5 million for 1985/86 and included 
unusual and unbudgeied items in the amount of 
$12.8 million. These unforeseen items, in the nature 
of professional services and extraordinary mainte- 
nance, were related to the incidents at Lock 7 and 
approach walls on the Welland Canal section, and 
the bridges in the Montreal-Lake Ontario section. In 
an attempt to maintain a balance in the budget, 
certain low priority projects were deferred but, 
unfortunately, the value of the deferrals was not 
sufficient to offset that of the unusual items. 


The end result of the unexpected reduction of 
revenues and increase in expenses during the year 
1985/86 was a loss of $25.2 million — the largest 
recorded since the refinancing in 1977. However, 
despite having incurred this substantial loss, the 
Authority was able, because of its financial reserve, 
to remain on a self-supporting basis for the eighth 
consecutive year. 


The financial outlook for 1986/87 is perhaps a little 
more promising with respect to revenue. A slight 
traffic increase, combined with a revision to the 
Tariff of Tolls on the Welland Canal section, should 
generate some additional income. Nevertheless, the 
amount of expenses budgeted exceed that of reve- 
nues, and a loss $15.9 million is anticipated. Losses 
of this magnitude for two consecutive years will 
cause a serious depletion in the Authority’s financial 
reserve, and will increase the difficulty of maintain- 
ing the self-sustaining mandate during subsequent 
years. 


Operations 


The Seaway opened to navigation on April 1, 1985 
and at that time the system from Montreal to Port 
Colborne was generally open water. Navigation aids 
in the Montreal-Lake Ontario section were commis- 
sioned on April 5 and full 24-hour navigation com- 
menced as of that date. Fairly heavy ice conditions 
were experienced in the eastern end of Lake Erie 
until April 22. While vessel transits were slowed and 
icebreaker assistance had to be provided, in general 
the conditions did not impede navigation in this area. 


The closing of the 1985 navigation season occurred 
on December 30. Although weather and ice during 
the closing phase were not as favourable as those 
experienced during the last several years, ice- 
breaker assistance and special equipment to com- 
bat ice at locks allowed the Authority to continue 
operations and successfully clear all vessels from 
the system. 


Two serious incidents caused interruptions to 
navigation during the 1985 season. The first one 
occurred in the Welland Canal when a blowout of a 
section of the east wall at Lock 7 halted navigation 
from October 14 to November 6. This interruption 
caused a backlog of seventy-seven (77) upbound 
vessels and fifty-three (53) downbound vessels 
which was Cleared up by November 12. The second 
delay occurred in the Beauharnois Canal when a 
downbound vessel struck the St. Louis bridge 
closing the canal to shipping from November 29 
to December 5. Upon resumption of navigation, 
there were twenty (20) upbound vessels and fifty- 
four (54) downbound vessels waiting for transit, 
creating a backlog which was cleared up by 
December 11. 


lt should be emphasized that in both these unfor- 
tunate accidents, the strenuous and dedicated 
efforts by Seaway personnel and private con- 
tractors hired to assist the Authority, kept traffic 
delays to the absolute minimum possible. 


RE EE 


During 1985/86, a number of major works were 
undertaken throughout the Seaway system in addi- 
tion to a large number of normal routine type main- 
tenance activities. In the Montreal-Lake Ontario 
section, the installation of new shafts in sheave 
assemblies of bridges at Caughnawaga and St. 
Lambert Lock continued. In the Welland Canal, work 
continued on the stabilization of tie-up walls below 
Lock 8 and the rebuilding of a section of the wall at 
Ramey’s Bend below Lock 8. Major, permanent 
repairs were carried out to the west lock wall at Lock 
7. Repairs have also been made to the east lock wall 
at Lock 2 and the centre wall of the twinned Lock 5. 
The implementation of the Welland Canal Traffic 
Control Improvement Program continued and the 
new system is scheduled to be operative in the 
summer of 1986. 


Other Matters 


It is probably fair to say that 1985 is a year that both 
the users and operators of the Seaway would prefer 
to forget. Events worth remembering, however, 
include the agreement between the Canadian and 
U.S. Seaway entities to extend through 1986 the 
freeze on toll increases on the Montreal-Lake 
Ontario section of the system which has been in 
effect since 1984. On the all-Canadian Welland 
section, however, the Authority reluctantly imple- 
mented a 15% increase in the 1985 tolls level in an 
effort to cover at least a part of the substantial deficit 
incurred on that part of the system. It has been said, 
of course, that it is not logical to raise rates in the 
face of a declining demand for Seaway service, but it 
should be noted that the increase in question (the 
first since 1983) is quite modest — amounting to 
about 6% on the average for vessels transiting both 
sections of the system. This translates, in monetary 
terms, into about 1/5 of a cent for a bushel of grain, 
for example, or some 7€ per tonne. The Authority is 
confident that increases of this order of magnitude 
will have no measurable effect on commodity flows 
through the Seaway in 1986. 


It should be emphasized that, because of certain 
events, our major concern at the present time is in 
maintaining user confidence in the integrity of the 
Seaway as a safe and reliable transportation system. 
Ironically, this is the first time the organization has 
ever had to seriously address this issue. Since 1959, 
the waterway has had an enviable record in this 
regard, particularly as far as interruptions to naviga- 
tion resulting from structural failure are concerned. 
In fact, less than 1% in total downtime on the system 
over the years has arisen from this source. Never- 
theless, recently there have been two serious inter- 
ruptions to navigation on the Seaway caused by 
structural failures — the first to the Valleyfield 


Bridge in November 1984 and the second to Lock 7 
on the Welland Canal in October 1985. A further 
traffic delay resulted from the collision of a ship with 
the St. Louis Bridge in November 1985. These acci- 
dents, although unrelated and unpredictable, have 
certainly not helped to improve the image of the 
Seaway — notwithstanding a long history of rela- 
tively trouble-free operation. 


We have, therefore, a real challenge before us in 
helping to refurbish this image and the Authority 
would like to assure all the users and others de- 
pendent on the Seaway that it will be doing evéry- 
thing possible in 1986, and beyond, to contribute to 
this objective. 


Our organization has already undertaken an ex- 
tensive re-examination of all critical structures, 
including bridges and lock walls, throughout the 
system — with particular attention being directed 
towards the more than fifty-year-old Welland Canal 
section. Three firms of Consulting engineers have 
been hired to review our present inspection and 
maintenance procedures at the Welland to deter- 
mine if there are potential problem areas that need 
special attention in future maintenance programs. 


As a further means of ensuring the integrity of the 
Seaway, the Authority is currently reviewing the 
various options available to improve or replace 
present facilities and it will be reporting to the 
Minister of Transport on this matter later in the year. 


It is obvious, however, that the challenge is not one 
that can be met entirely by those who are responsi- 
ble for the operation of the Seaway. In recent years 
the Authority has benefited greatly from the advice 
and experience available from the major users of the 
waterway and formal meetings are held on a semi- 
annual basis. What is needed are new ideas on 
marketing, productivity and adaptation. Things are 
changing and the users and operators of the water- 
way will have to respond to these changes if the 
future of the Seaway is to be assured. 


In the view of the Authority, the St. Lawrence 
Seaway is firmly established as both a major interna- 
tional waterway and a crucial element in Canada’s 
transportation system — one that has carried over 
one billion tonnes of cargo during its twenty-six 
seasons — cargo that averages about $10 billion in 
value each year. Some of our recent experiences 
may indeed have been rather traumatic, but there is 
no reason to assume that they constitute a long-term 
trend. Itis essential, in other words, that we maintain 
a proper sense of perspective. We sincerely believe 
that the current issues facing us will be dealt with 
successfully and that the Seaway will continue to 
provide a safe, reliable and economical transporta- 
tion system for many years to come. 
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1985/86 1984/85 1983/84 1982/83 1981/82 
SEAWAY (in thousands of dollars) 
Montreal-Lake Ontario Section 
Revenue $ 25,482 $30,560 $28,147 $25,305 $25,980 
Expenses 30,971 33,554 26,822 27,413 26,458 
Operating Profit (Loss) (5,489) (2,994) (1.325) (2,108) (478) 
Investment Income 2,547 __3,433 2 2,672 2,873 
Net Profit (Loss) (2,942) 439 3,696 564 2,395 
Welland Section 
Revenue 25,653 32453 30,406 26,735 25,637 
Expenses Dia Ie 39,064 37,134 34,361 32,728 
Operating Profit (Loss) (25,564) (6,611) (6,728) (7,626) (7.091) 
Investment Income 3,305 3,616 S27 3,362 3,411 
Net Profit (Loss) (22,259) (2,995) (3,601) (4,264) (3,680) 
Total Seaway 
Revenue Las Pl SS) 63,013 58,553 52,040 51,617 
Expenses 82,188 72,618 63,956 61,774 59,186 
Operating Profit (Loss) (31,053) (9,605) (5,403) (9,734) (7,569) 
Investment Income 5,852 7,049 5,498 6,034 6,284 
Net Profit (Loss) $(25,201) $ (2,556) $ 95 $ (3,700) S (1.285) 
THOUSAND ISLANDS BRIDGE 
Revenue $ 896 $ 900 S. 50 $ 369 $ 390 
Expenses 450 446 325 382 274 
Profit (Loss) $ 446 $ 454 $ 186 $= (ts) $ 116 


OFFICE OF THE AUDITOR GENERAL 


The Honourable Don Mazankowski, P.C., M.F 
Minister of Transport 


| have examined the balance sheet of The St. Lawrence Seaway Authority as at March 31, 1986 and 
the statements of operations, deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as | considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the financial position of the Authority as at 
March 31, 1986 and the results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my 
examination of the financial statements have, in all significant respects, been in accordance with Part 
XII of the Financial Administration Act and regulations, The St. Lawrence Seaway Authority Act and 


the by-laws of the Authority. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 30, 1986 


as at March 31, 1986 (in thousands of dollars) 


Assets 


Current 

Cash and term deposits 
Deposit in Trust (Note 3) 
Canada Bonds 

Accounts receivable 
Accrued interest receivable 
Supplies inventory 


Long-term receivables (Note 4) 


Investments 


Canada bonds (Note 5) 
Deposits in Consolidated Revenue Fund (Note 6) 
Subsidiary companies (Note 7) 


Fixed (Note 8) 


Liabilities 
Current 


Accounts payable 
Accrued liabilities (Note 3) 


Long-term 


Accrued employee termination benefits 
Deferred interest (Note 9) 


Contingencies (Note 12) 


Equity of Canada 


Contributed capital (Note 9) 
Deficit 


Approved: 
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592,760 
“$645,327 


$ 4,869 
10,468 
15,337 


12,250 


210,000 
222,250 


__ 237,587 


624,950 
(217,210) 
~ 407,740 
$645,327 


President Comptroller and Treasurer 


36,558 
13,000 
10 


49,568 


597,657 
$668,868 


Ss ST 
9,799 
__ 13,476 


12,897 
210,000 


222 897 
236,373 


624,950 
(192,455) 


432,495 


$668,868 


for the year ended March 31, 1986 (in thousands of dollars) 


Revenues 
Tolls 
Leases and licenses 
Other 


Expenses 
Operating 
Maintenance 
Administration 
Headquarters 
Depreciation 
Employee termination benefits 


Income (loss) from operations 
before unusual expense 

Unusual expense items (Note 13) 

Income (loss) from operations 

Investment income 

Income (loss for the year before 
extraordinary item 

Final adjustment for settlement 
of claim 


Net income (loss) for the year 


1986 1985 
Montreal — 
Lake Thousand 
Ontario Welland Total islands 
Section Section Seaway Bridge Total Total 
$ 24538 $ 23,260 $ 47,798 $ — $ 47,798 $ 59,462 
456 1,835 2,291 85 2,376 2,382 
488 558 1,046 770 1,816 2,069 
25,482 25,653 5185 855 51,990 63,913 
6,867 10,316 ASS — 17,183 16,046 
9,695 15,001 24,696 127 24,823 30,876 
4,418 4,544 8,962 255 9,217 8,809 
SA 4,822 8,539 36 8,575 8,413 
4,221 4,826 9,047 82 9,079 8,851 
622 865 1,487 — 1,487 1,203 
29,540 40,374 69,914 450 70,364 74,198 
(4,058) (14,721) (18,779) 405 (18,374) (10,285) 
(1,431) (10,843) (12,274) — (12,274) — 
(5,489) (25,564) (31,053) 405 (30,648) (10,285) 
2,547 3,305 5 852 41 5,893 7,049 
(2,942) (22,259) (25,201) 446 (24,755) (3,236) 
= == = = == 1,134 
$ (2,942) $ (22,259) $ (25,201) $ 446 $ (24,755) $ (2,102) 


for the year ended March 31, 1986 (in thousands of dollars) 


Deficit (retained earnings), beginning of the year 


Loss (net income) for the year 


Deficit (retained earnings), end of the year 


1986 
Thousand 
Islands 
Seaway Bridge Total 
$ 194,050 $ (1,595) $ 192,455 
25,201 (446) 24,755 
$ 219,251 $ (2,041) $ 217,210 


1985 


Total 


$ 190,353 
2,102 


$ 192,455 


for the year ended March 31, 1986 (in thousands of dollars) 


1986 
Thousand 
Islands 
Seaway Bridge s Total 
SOURCE OF FUNDS | 
Operations 
Income (loss) for the year before 
extraordinary item SN(257201)) $ 446 $ (24,755) 
Items not requiring an outlay of funds 
Depreciation 9,047 32 9,079 
Employee termination benefits 1,487 = 1,487 
Loss (gain) on disposal of fixed assets WAS = 175 
(14,492) 478 (14,014) 
Final adjustment for settlement of claim = = — 
Reduction in long-term receivables 146 = 146 
Proceeds from sale of Canada bonds 7,452 — 7,452 
Transfer of Canada Bonds to current assets 13,296 — 13,296 
6,402 478 6,880 
APPLICATION OF FUNDS 
Fixed asset additions 4,357 — 4,357 
Transfer of accrued employee termination 
benefits to current liabilities 2,134 = 2,134 
Deposit in Consolidated Revenue Fund = = — 
6,491 — 6,491 
Increase (decrease) in working capital (89) 478 389 
Working capital, beginning of the year 7,487 229 7,712 
WORKING CAPITAL, END OF THE YEAR $ 7,398 $ 703 $ 8,101 
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1985 


Total 


$ (3,236) 


8,851 
1,203 
146 


6,964 


1,134 
140 
962 


9,200 


4,559 


731 
8,000 
13,290 

(4,090) 

602 


STATE 


1. 


AUTHORITY AND OBJECTIVES 


The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act and is classified as a parent 
Crown corporation under Schedule C Part | of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such 
works and other property, including bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 


ACCOUNTING POLICIES 
The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. A summary of 
significant accounting policies follows: 
(a) SUPPLIES INVENTORY 

Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway and are recorded at cost. 
(b) INVESTMENTS IN SUBSIDIARY COMPANIES 

Investments in wholly-owned subsidiary companies are recorded at cost. The financial statements of the subsidiary companies have 


not been consolidated in these financial statements because changes in the equity of the subsidiaries do not accrue to the Authority. 
Separate audited financial statements for each of the subsidiary companies are available to the public. 


(c) FIXED ASSETS 
Fixed assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep waterway system or 
extend the estimated useful lives of existing assets are capitalized. Repairs and maintenance are charged to operations as incurred. 
The cost of assets sold, retired, or abandoned, and the related accumulated depreciation are removed from the accounts on disposal. 
Gains or losses on disposals are credited or charged to operations. 
Depreciation is recorded using the straight-line method based on the estimated useful lives of the assets. 

(d) EMPLOYEE TERMINATION BENEFITS 
Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of 
employment. The liability for these benefits is recorded in the accounts as the benefits accrue to employees. 

(e) PENSION PLAN 
All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada. 
Contributions to the Plan are required from both the employee and the Authority. These contributions represent the total liability of the 
Authority and are recognized in the accounts on a Current basis. 

(f) THOUSAND ISLANDS BRIDGE 


In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand Islands 
Bridge, while the real property was vested in the name of Her Majesty in Right of Canada. Subsequent capital expenditures made by the 
Authority to improve the Bridge have been recorded as fixed assets. The retained earnings of the Bridge represent its cumulative 
earnings since September 1976. 

These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its management and 
operation by the Authority is independent of Seaway operations. 


DEPOSIT IN TRUST 


Pending the completion of the transaction on the settlement with railroads relative to the Welland By-Pass, the Authority has transferred 
funds for the full payment to a trust account, and an equivalent amount is included in accrued liabilities. 


LONG-TERM RECEIVABLES 


The Authority has entered into long-term contractual agreements for the sale of one parcel of land and for the recovery of costs associated 
with the construction of certain facilities. Long-term receivables outstanding at March 31 are as follows: 


1986 1985 

(in thousands of dollars) 

54% interest, recoverable in blended annual installments of $99,519, maturing July 1986 $— $ 94 
52% interest, recoverable in blended annual installments of $28,000, maturing in 1995 173 191 
Non-interest bearing, recoverable in annual installments of $33,952, maturing in 1990 _136 me 
$ 309 455 


CANADA BONDS 
The long-term investmentin Canada bonds at March 31, set aside by the Authority in order to provide for future major capital improvement 
projects, is as follows: 


1986 1985 

(in thousands of dollars) 

Cost, maturing on varying dates up to 2003 $ 15,810 $ 36,558 
Par value 16,000 37,000 
Market value 16,616 33,467 
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6. DEPOSITS IN CONSOLIDATED REVENUE FUND 


Consolidated Revenue Fund deposits bearing interest, set aside by the Authority in order to provide for future payments of employee 
termination benefits, mature on March 31, 1989. 


7. SUBSIDIARY COMPANIES AND RELATED PARTIES 
Investments in wholly-owned subsidiary companies consist of the following: 


. No. of shares Cost 
Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCB) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8,000 
$ 9,600 


During the year ended March 31, 1986, the Authority provided JCCB with certain administration services for which it charged $581,000 
(1985 — $550,000). At March 31, 1986, $76,000 was outstanding (1985 — $46,000). 

Each calendar year, SIBC pays a bridge user charge to the Authority (1985 — $307,000; 1984 — $304,000) to amortize the Authority’s 
construction and interest costs related to the North Channel Bridge. At March 31,1986, $11.6 million (1985 — $11.9 million) in construction 
and interest costs remained unamortized. 

The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the Authority for this service in 1985-86 
amounted to $525,000 ($500,000 in 1984-85). 


8. FIXED ASSETS 


1986 1985 
Depreciation Accumulated 
rate Cost depreciation Net Net 


(in thousands of dollars) 


Seaway: 
Land _ $ 30,600 $ = $ 30,600 $ 30,654 
Channels and canals 1% 249,108 63,692 185,416 187,892 
Locks 1% 235,988 80,404 155,584 157,926 
Bridges and tunnels 2% 86,587 34,482 52105 53,453 
Buildings 2% 12,124 6,256 5,868 6,015 
Equipment 2-20% 17,431 8,234 9,197 8,360 
Remedial works 1% 134,531 24,009 Oks 22 111,876 
Interest during 
construction — 82,822 — 21022 32,822 
Works under 
construction “= 9,309 — 9,309 7,289 
808,500 217,077 591,423 596,287 
Thousand Islands Bridge: 
Improvements 2% pope 215 DST 1,370 
$ 810,052 $ 217,292 $ 592,760 $ 597,657 


Since the unpaid interest on loans from Canada may be forgiven (see Note 9), no depreciation has been provided on interest of $32.8 million 
capitalized during construction of the Welland Modernization Project. 


Following the recent incidents and considering the age of the Welland Canal, the Authority has engaged consultants to examine in detail 
and report on the structural condition of the system. The report will be received during 1986. 


A study on the useful life of fixed assets with emphasis placed on an in-depth review of the present depreciation policy has also been 
undertaken. 
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10. 


11. 


172 


13. 


EQUITY FINANCING 


As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. This amount was 
recorded as contributed capital. The unpaid interest of $210 million on these loans was not converted and is reflected on the balance sheet 
as deferred interest. This deferred interest, on which no further accrual of interest is required, is not classified as acurrent liability because 
the Crown Corporations Directorate of the Department of Finance and Treasury Board is currently studying this matter with a view to obtain 
approval from Parliament to have the unpaid interest forgiven. Upon forgiveness, $32.8 million will be credited to fixed assets (see Note 8) 
and $177.2 million will reduce the deficit. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from 
time to time, the amount that shall be paid by the Authority annually out of its toll revenue as a return on capital. No return on capital has 
been required to be paid for the years ended March 31, 1986 and 1985. 


The Minister of Finance announced in his budget papers, tabled in the House of Commons on May 23, 1985, that the Authority would be 
required to contribute $30 million to the Government of Canada during the year ending March 31, 1987. On January 13, 1986 Treasury Board 
informed the Authority that compliance with this requirement has been deferred for an indefinite period. Consequently, no provision has 
been recorded in the books of the Authority. 


INCOME TAXES 


The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not subject 
to any provincial income taxes. 


Undepreciated capital cost for tax purposes in excess of net book value of capital assets amounted to approximately $190 million. The tax 
effect of this excess has not been recorded in the accounts. 


To date the Authority has accumulated research and development costs of approximately $4 million. Under Section 37 of the Income Tax 
Act, these costs have been deferred and are available to reduce the taxable income of future years. 


COMMITMENTS 
At March 31, 1986, contractual obligations for capital and other expenditures amounted to $2.6 million (1985 — $4.3 million). 


CONTINGENCIES 


Following the blow-out of a section of a wall at Lock 7 in October 1985, fifty-two court actions totalling $24.8 million were instituted against 
the Authority by shipping companies alleging economic losses suffered. In addition some 689 intentions to claim have been received. 
Unless formal court actions are served, these intentions to claim will lapse on June 14, 1986. In the previous year, as a result of the break- 
down of the Valleyfield Bridge in November 1984, thirty court actions totalling $16.8 million have been instituted and 285 intentions to claim 
have been received. The Authority is contesting all these claims, however, their outcome cannot be determined at this time. 


The Authority is also the claimant or defendant in certain other pending or threatened claims and lawsuits. 
It is the opinion of management that these actions will not result in any material losses to the Authority. 


During 1985, the Authority increased its self insurance raising the amount deductible on property insurance coverage to $5 million per 
incident. 
Renewal of insurance against economic losses suffered by other parties could not be obtained. 


UNUSUAL ITEMS 

During the course of the year, because of the incidents on the Welland Canal and at the bridges in the Montreal-Lake Ontario Section, the 
Authority has incurred unusual maintenance expenses, as well as unusual legal expenses. The Authority has also adjusted its accounts to 
reflect the terms of a settlement with a public utility. The amounts are summarized as follows: 


($000) 

Unusual maintenance expenses Sal eeuo 
Legal and Engineering Services 1,631 
12,849 

Less adjustments to accounts re: settlement with public utility and others 575 
$ 12,274 
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THE PRESIDENT’S MESSAGE 


June 15, 1987 


The Honourable John C. Crosbie, Q.C., P.C., M.P. 
The Minister of Transport 
Ottawa 


Dear Sir: 


In accordance with the provisions of section 152 of the Financial Administration 
Act, I have the honour to transmit to you the statement of accounts of The St. 
Lawrence Seaway Authority for the fiscal year ended March 31, 1987. 


I think we can look back at developments on the Seaway last year with a good 
deal of satisfaction — particularly in view of the difficult times we experienced in the 
previous two seasons. Seaway traffic, although it started off slowly, recovered in quite 
an impressive fashion towards the end of 1986, reaching a final total of 37.6 million 
tonnes on the Montreal-Lake Ontario (M.L.O.) section and 41.6 million on the 
Welland Canal. These tonnages are, of course, still well below the average for the past 
ten years but they do suggest that the unexpected 20% decline which took place in 
1985 has been arrested. 


On the financial side, also, events took an encouraging turn. Total Authority 
revenues, including investment income, was $60.9 million for 1986/87 compared to 
$57 million the previous year. Total expenses were $65.3 million compared to our 
budget estimate of $75.5 million. The deficit recorded for the year was $4.4 million — 
a substantial decline from the $25.2 million experienced in 1985/86. 


Operationally, conditions during 1986 were quite good. Both the Eastern and 
Western Regions of the system opened to navigation on April 3 and by April 5 full, 
24-hour operation had commenced. The closing took place on December 26 at the 
Welland and December 27 on the M.L.O. section. Generally speaking, the season 
ended uneventfully and all vessels wishing to exit the system before freeze up were 
able to do so. 


During 1986, there were no major accidents or interruptions to navigation. 


Of particular importance last year was the commencement of a program of 
rehabilitation work at the Welland. This is the initial phase of a seven-year effort that 
will involve major repairs to virtually all structures in the Canal. As you know, the 
$175 million project will be funded entirely by the Federal Government. 


On the important matter of tolls, it was agreed with the U.S. in 1986 that charges 
on the joint M.L.O. section would remain at the 1983 level for 1987 and 1988 — they 
will, therefore, have been frozen over a period of five years. However, on the all- 
Canadian Welland section, which is the major source of the Authority’s deficits, it was 
decided to increase tolls by an average of 8% in 1987 and 1988. These increases, which 
will raise rates for vessels transiting both sections of the system by about 4%, will not 
eliminate the Authority’s deficit but will contribute something of the order of $214 
million each year towards alleviating the problem. 


The building of the St. Lawrence Seaway was 
recognized as one of the ten most outstanding 
achievements of Canadian engineering of the 
past 100 years. Canada’s Prime Minister, the 
Right Honourable Brian Mulroney, Seaway 
President, Mr. W.A. O'Neil, and Mr. Bernard 
Lamarre, Chairman of the Engineering Centen- 
nial Board, were photographed following the 
presentation of the special award last January. 


Looking back on 1986 — and taking into account the difficulties which have 
plagued the Seaway recently — I cannot help but feel that it could turn out to have 
been a watershed year. I am, of course, particularly pleased at the confidence the 
Federal Government has demonstrated in the Seaway in its support for the Welland 
Rehabilitation Program. On November 28, 1986 when you announced that the 
Authority would undertake this project “to ensure continued safe, reliable, inland 
water transportation into the 21st century”, you also emphasized that, “This 
Government is firmly committed to preserving the status of the Seaway as an integral 
and viable part of Canada’s transportation system.” These are welcome words indeed 
for the Authority and also, I am sure, for all the many users who benefit from the 
existence of this unique waterway. 


Respectfully yours, 


AMEN 


W.A. O’Neil 


The “Petka”, a Yugoslavian vessel, at Iroquois 
Lock, on her way to the sea in late December 
1986. 


The “Saguenay”, a Canadian laker, in Iroquois 
lock in November 1987. 


THE YEAR IN REVIEW 


TRAFFIC 


Cargo movements on the Seaway’s Montreal-Lake Ontario section during the 
1986 navigation season totalled 37.6 million tonnes, 0.7% above the previous year’s 
level. On the Welland Canal, the traffic declined slightly to 41.6 million tonnes, 0.6% 
lower than in 1985. Although these tonnages are considerably below the ten-year 
average of 48 and 55 million, respectively, they do represent a welcome levelling off in 
traffic volume compared to the unexpected drop of 20% which occurred during the 
1985 season. Moreover, an examination of these figures reveals that the present low 
level in Seaway traffic is not a result of losing business to alternative transportation 
systems but is mainly due to changes in the forces of supply and demand and the 
general decline in the trade of certain bulk commodities, particularly grain and iron 
ore, which have traditionally constituted the largest portion of shipments through the 
waterway. In fact, the Seaway has retained or improved its share of the market for 
such movements as U.S. grain, iron ore and iron and steel products. In addition, 
steady increases in the “other bulk” category (salt, stone, clay, petroleum products, 
etc.) are a further indication of the strong competitive position being maintained by 
the system. 


Seaway grain traffic in 1986 reached the 17 million tonne level, similar to 1985 
but significantly lower than the 24.4 million tonnes attained in 1984. Major factors 
contributing to this situation were the continuing softening of world demand due to 
the growing degree of self-sufficiency being achieved in major importing regions, the 
conflict between the U.S. and the European Community which is adversely affecting 
North American grain exports, and the lack of success, so far, of the U.S. incentive 
programs to expand U.S. grain exports. Other factors include the Canadian Western 
Grain Transportation Act which appears to have favoured Pacific outlets to the 
detriment of the Seaway and the interruption in grain handling at Thunder Bay which 
took place late in the 1986 season. Thus, despite an overall increase in total Canadian 
grain exports in 1986 to 25.1 million tonnes from 21.7 million a year earlier, 12.2 
million tonnes moved through the Welland — some 46% of the total versus 49% for 
the Pacific outlets. This marks the second consecutive year in which the West coast 
ports’ share of grain exports has surpassed that of the Seaway. 


Total U.S. grain exports in 1986 fell to 74 million tonnes compared to the already 
depressed level of 86 million reached in 1985. However, although U.S. grain 
shipments through the Welland Canal declined by 9% to 4.8 million tonnes, the 
Seaway’s share increased from 6.2% to 6.6%. In contrast, the share of U.S. grain 
moving through Atlantic and Pacific ports dropped during 1986. 


The continuing recession in the American steel industry, particularly in the Great 
Lakes region, resulted in a one-million-tonne decline in Quebec/ Labrador iron ore 
shipments to the U.S. via the Seaway during 1986 — to a level of 3.7 million tonnes. In 
large part, however, this decrease reflected a weakened demand situation and not a 
loss of Canadian ore traffic to the Seaway’s competitors. Mesabi iron ore, for 
example, fell by over 9 million tonnes in 1986 and its share of the U.S. market fell from 
73.4% to 70.4%. It should be noted, also, that the Canadian steel mills located at 
Hamilton received more Seaway ore than a year earlier and accounted for more than 
50% of the 8 million tonne total iron ore traffic on the M.L.O. — surpassing, for the 
first time, the ore shipments going to U.S. destinations through this section of the 
system. Iron ore traffic on the Welland during 1986 was 5.8 million tonnes, some 14% 
lower than the previous season. 

Coal, another major Seaway commodity, performed about the same in 1986 as 
in 1985, reaching levels of 0.61 million tonnes on the M.L.O. and 5.8 million on the 
Welland. 

Similarly, general cargo movements, at 4 million and 3.2 million tonnes on the 
M.L.O. and Welland, respectively, were almost identical to the previous year’s levels. 
Most of this general cargo category consists of manufactured iron and steel and it is 
significant that, despite the overall decrease in total steel imports to the U.S., the 
Seaway did better than most of its competitors in the movement of this commodity by 
maintaining its tonnage level during 1986. 


“Other bulk” shipments increased by some one million tonnes on both sections, 
to 8.4 million tonnes on the M.L.O. and 9.6 million on the Welland. This category, 
which has been growing steadily in recent years, has now become a major component 
of Seaway traffic. 


Vessel transits in 1986 numbered 3,307 on the M.L.O., up by 7% over 1985, and 
3,959 on the Welland, an increase of 3.4%. 


To sum it up, the Seaway’s traffic performance in 1986, while still at a low level 
compared to the tonnages recorded in the late 1970’s, showed encouraging signs of 
having “bottomed out”. And, barring untoward events, the 1987 season shows some 
indication that a modest upturn in cargo tonnage may be in the offing. 


Millions Tonnes 


Ocean vessel transits on the South Shore Canal ya : SORT REAMMAKE ONTARIO SECTION 
increased by 11% in 1986. , 


GMM WELLAND CANAL 


Number of Transits ( 1000) 


1959 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 


FINANCES 


The total revenue recorded in the 1986/87 fiscal year by the Authority, including 
investment income, amounted to $60.9 million compared to a budgeted amount of 
$59.6 million. 


Total expenses were $65.3 million compared to a budget estimate of $75.5 
million. The main reasons for this favourable variance can be attributed to a 
reduction in manpower in the operation and maintenance areas, as well as 
engineering costs and special maintenance projects now included in the 
Rehabilitation Program of the Welland Canal. Also, a recovery from insurance 
companies, in the amount of $2.9 million, contributed to a reduction in the 
Authority’s deficit to $4.4 million as compared to a budgeted loss of $15.9 million. 


For the Welland Canal Rehabilitation Program, some $14.3 million had been 
spent by March 31, and $13.2 million was funded by the Federal Government during 
the year; the remaining $1.1 million will be recovered from the 1987/88 approved 
funding. 


Welland Canal Rehabilitation Program: 
Workmen prepare site prior to strengthening the 
east wall of Lock 3. The work was done last 
winter. 


Since the traffic outlook for the 1987 season indicates a slight increase, this, 
combined with an increase in tolls on the Welland Canal, should generate some 
additional revenue. However, the amount is unlikely to be sufficient to offset 
anticipated expenses and the Operation and Maintenance budget for 1987/88 
predicts a loss of $9.8 million. Nevertheless, the Authority is confident that, for a tenth 
consecutive year, it will not require Federal Government assistance for operation and 
maintenance purposes. 


OPERATIONS 


Both the Eastern and Western Regions of the Seaway system opened to 
navigation on April 3, 1986. Since generally open-water conditions prevailed, 
navigational aids were commissioned by April 5 and full 24-hour operation 
commenced as of that date. 


Closing of the 1986 navigation season took place on December 26 for the 
Welland Canal and December 27 for the Montreal-Lake Ontario section. The closing 
period was relatively uneventful even though fairly heavy ice conditions were 
encountered by mid-December in the South Shore Canal and in the area of the U.S. 
locks at Massena. Moderating weather during the second half of December made it 
possible for all vessels wishing to do so to clear the system before freeze-up. 


The normal closing procedures were kept in place but, because of favourable 
weather, surcharges for late transit were waived for the period December 18 to 21 
inclusive. Vessels transiting the Montreal-Lake Ontario section after December 21 
were accepted subject to a special agreement. 


There were no major accidents or interruptions to navigation during 1986, 
however, in November and December, some minor delays were experienced by 
maximum draft vessels because of low water levels in the eastern end of Lake St. 
Lawrence. These conditions were caused by a combination of high outflows from 
Lake Ontario and easterly winds, which tend to lower the water elevation in the river 
above Eisenhower Lock. Outflows from Lake Ontario were higher than usual 
because of the need to control the water elevation of the lake. 


With regard to maintenance, there were, in addition to the normal type of 
activities, several major projects undertaken. In the M.L.O. section, some ship 
arresters at locks have been modified to increase their capacity. The program of 
replacing shafts in sheave assemblies of vertical lift bridges was completed and a 
damaged protective cell at St. Louis Bridge was replaced. 


The Welland Canal Traffic Control Improvement System was implemented in 
early December. Some modifications and final adjustments are scheduled for 1987. 


WELLAND CANAL REHABILITATION PROGRAM 


Probably the most important program undertaken since the Seaway opened in 
1959, was the commencement during 1986 of major rehabilitation work on the 
Welland Canal. This is the initial phase of a seven-year effort that will involve 
substantial repairs to virtually all structures in the Canal. Its objective is to ensure the 
reliability and integrity of the system well into the next century. 


In general terms, the work can be divided into four categories: 

a) Lock wall reinforcing and stabilization. 

b) Restoration of lock walls. 

c) Approach wall stabilization above and below locks. 

d) Ancillary structure rehabilitation and canal bank stabilization. 


The majority of the work to be carried out under this program will be done 
during the non-navigation season. 


Immediately following the announcement made by the Honourable John C. 
Crosbie in late November 1986, that the Federal Government would fund the $175 
million, 7-year Welland Canal Rehabilitation Program, tenders were called for the 
major works to be carried out during the winter of 1986/87. As a result, eight 
contracts were awarded and a number of projects got underway without delay. 


Photo : Arlette Stubbe 
Trade Mission 1987 — The Antwerp audience 


During December 1986-March 1987, $6.587 million was spent on reinforcing, 
stabilizing and refacing lock walls; $1.676 million on stabilizing approach walls and 
$2.877 million on ancillary works, including the relocation of the penstock behind 
Lock 7. Engineering, consultant and other associated costs amounted to $2.886 
million, bringing the total cost to $14.3 million for the period. 


The Welland program is highly labour intensive and it has been estimated that it 
created about 400-500 direct jobs last winter — a figure which should be doubled in 
each of the following six years. 


The Authority has established a Welland Canal Rehabilitation Program Group 
to handle the administration and has moved the Engineering Branch Marine 
Structures Section from Montreal to St. Catharines to carry out the design work. 


OTHER MATTERS 


In a different area, it is of interest to note that in late February 1987, the 
Administrator of the U.S. Seaway Development Corporation and the President of 
the Canadian Seaway Authority led a large delegation of representatives from the 
Great Lakes ports, the carriers and other Seaway marine services on a trade mission 
to five cities in Northern Europe. This was the second such venture for the Authority 
in recent years designed to acquaint users and potential users with the benefits that the 
Great Lakes-St. Lawrence Seaway system has to offer in the form of a marine 
highway that reaches deep into the industrial and agricultural heartland of North 
America. This increased emphasis on marketing the Seaway is in response to the 
decline in traffic of recent years and appears to have been well received by those 
attending the trade mission. The actual increase in tonnage that may result from such 
initiatives is, of course, impossible to assess but these forums do provide an excellent 
opportunity to broaden foreign shippers’ knowledge of the Seaway system and 
reassure them as to its safety and reliability. 


On the important issue of Seaway tolls, it was agreed with the U.S. in 1986 that 
charges on the joint M.L.O. section would remain at the 1983 level for 1987 and 1988 
— they will, therefore, have been frozen over a period of five years. However, on the 
all-Canadian Welland section, which is the major source of the Authority’s deficits, it 
was decided to increase tolls by an average of 8% in both 1987 and 1988. These 
increases, which will raise rates for vessels transiting both sections of the system by 
about 4%, will not cover the Authority’s deficit but will contribute something of the 
order of $2 million each year towards alleviating the problem. 


Looking back on 1986 — and taking into account the difficulties which have 
plagued the Seaway in recent years — one might be justified in concluding that it may 
turn out to have been a watershed year. Particularly gratifying, of course, is the 
confidence the Federal Government has demonstrated in the Seaway in its support 
for the Welland Rehabilitation Program. At the time the Minister of Transport 
announced that the Authority would undertake this major effort “to ensure continued 
safe, reliable, inland water transportation into the 21st century”, he also emphasized 
that “this government is firmly committed to preserving the status of the Seaway as an 
integral and viable part of Canada’s transportation system”. These were welcome 
words indeed for the Authority and also, undoubtedly, for all the other maritime 
interests who benefit from the use of this unique waterway. 


The ocean vessel “Hugo Oldendorff” upbound in 
St. Lambert Lock in September 1986. 


AUDITOR S REPORT 


OFFICE OF THE AUDITOR GENERAL 


To the Minister of Transport 


I have examined the balance sheet of The St. Lawrence 
Seaway Authority as at March 31, 1987 and the statements of 
operations, deficit and changes in financial position for the year 
then ended. My examination was made in accordance with 
generally accepted auditing standards, and accordingly included 
such tests and other procedures as I considered necessary in the 
circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Authority as at March 31, 1987 and the 
results of its operations and the changes in its financial position 
for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of 
the preceding year. 


Further, in my opinion, the transactions of the Authority 
that have come to my notice during my examination of the 
financial statements have, in all significant respects, been in 
accordance with Part XII of the Financial Administration Act 
and regulations, The St. Lawrence Seaway Authority Act and 
the by-laws of the Authority. 


Alby 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 15, 1987 


BALANCE SHEET | 


As at March 31, 1987 (in thousands of dollars) 


Assets 1987 1986 
Current 
Cash and term deposits $ 9,071 $ 2,248 
Deposit in trust (Note 3) 1,863 1,863 
Canada bonds _— 13,296 
Accounts receivable 8,340 1,526 
Accrued interest receivable 985 1,726 
Supplies inventory 2,889 2,149 
23,148 23,438 
Long-term receivables (Note 4) 257 309 
Investments 
Long Term Investments (Note 5) 17,604 15,810 
Deposits in Consolidated Revenue Fund (Note 6) 13,000 13,000 
Subsidiary companies (Note 7) 10 10 
30,614 28,820 
Fixed 598,739 592,760 
$652,758 $645,327 
Liabilities 
Current 
Accounts payable $ 4,339 $ 4,869 
Accrued liabilities (Note 3) 9,470 10,468 
13,809 155337 
Long-term 
Accrued employee termination benefits 11,718 12,250 
Deferred interest (Note 9) 210,000 210,000 
221,718 222,250 
235,527 237,587 


Contingencies (Note 12) 


Equity of Canada 


Contributed capital (Note 9) 638,150 624,950 
Deficit (220,919) (217,210) 
417,231 407,740 
$652,758 $645,327 
Approved: 
W.A. O’NEIL R.J. FORGUES 
President Comptroller and Treasurer 


STATEMENT OF OPERATIONS 


For the year ended March 31, 1987 (in thousands of dollars) 


1987 16 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenue 
Tolls $ 24,874 $27,188 $ 52,007 > $ 52,007 $ 47,798 
Leases & licences 490 2,030 2,520 90 2,610 2,376 
Others 1,308 464 15972 992 2,764 1,816 
26,672 29,627 56,299 1,082 57,381 51,990 
Expenses 
Operating 6,392 10,098 16,450 _ 16,450 17,183 
Maintenance 8,926 12,376 21,302 113 21,415 24,823 
Administration 4,442 4,784 9,226 326 9,552 9,217 
Headquarters 3,998 4,586 8,584 36 8,620 CYR) 
Depreciation 4,652 5,708 10,360 32 10,392 9,079 
Employee termination benefits 331 458 789 — 789 1,487 
_ 28,701 38,010 66,711 507. _ 67,218 70,364 
Income (loss) from operations before 
unusual items (2,029) (8,383) (10,412) 575 (9,837) (18,374) 
Unusual (expense) recovery items 
(Note 13) (2,882) 1,455 (1,427) a (1,427) (12,274) 
Income (loss) from operations (4,911) (6,928) (11,839) ES (11,264) (30,648) 
Investment income 2,153 DATI 4,624 78% 4,702 5,893 
Income (loss) for the year before 
extraordinary item (2,758) (4,457) (72215) 653 (6,562) (24,755) 
Insurance claim recovery (Note 13) — 2,853 2,853 a 2,853 — 
Net income (loss) for the year $ (2,758) $ (1,604) $ (4,362) pS) $ (3,709) $(24,755) 
STATEMENT OF DEFICIT 
For the year ended March 31, 1987 (in thousands of dollars) 
1987 1986 
Thousand 
Islands 
Seaway Bridge _ Total Total 
Deficit (retained earnings) beginning of the year $ 219,251 $ (2,041) $ 217,210 $ 192,455 
Loss (net income) for the year 4,362 (653) 3,709 24,155 
Deficit (retained earnings) end of the year $ 223,613 $ (2,694) $ 220,919 $ 217,210 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


For the year ended March 31, 1987 (in thousands of dollars) 


CASH PROVIDED BY (USED IN): 


OPERATING ACTIVITIES 
Income (loss) for the year before extraordinary item 


Add items not involving cash: 
Depreciation 
Provision for termination benefits 
Net change in working capital components other 
than cash and cash equivalents 
Insurance claim recovery 


Cash used in operating activities 


FINANCING ACTIVITIES 


Contributed Capital 
Cash provided from financing activities 


INVESTING ACTIVITIES 


Reduction in long-term receivables 

Purchase of treasury bills 

Purchase of long-term investment certificates 
Fixed assets 

Proceeds from disposal of investments 
Proceeds from disposal of fixed assets 


Cash provided by (used in) investing activities 


Increase (decrease) in cash position 
Cash position at beginning of year 


Cash position at end of year 


Cash composed of: 
Cash and term deposits 
Deposit in trust 
Canada bonds 


Working capital position at end of year 
Current assets 
Current liabilities 


__ Seaway 


$ (7,215) 


10,360 
789 


(8,347) 


2,853 
(1,560) 


13,200 
13,200 


52 
(3,732) 
(5,000) 

(16,654) 

6,938 
283 


(18,113) 


(6,473) 


17,407 
$ 10,934 


$ 9,071 
1,863 


$ 10,934 


$ 23,148 


15,198 
$ 7,950 


1987 1986 
Thousand 
Islands 
Bridge Total Total 
S05 $ (6,562) $(24,755) 
32 10,392 9,079 
— 789 1,487 
(685) (9,032) 1,417 
— 2,853 _ 
— (1,560) (12,772) 
—= 13,200 — 
— 13,200 — 
= 52 146 
— (3,732) — 
= (5,000) — 
— (16,654) (4,357) 
— 6,938 20,748 
— 283 175 
— (18,113) 16,712 
— (6,473) 3,940 
= 17,407 13,467 
$ — $ 10,934 $ 17,407 
$ — $ 9,071 $ 2,248 
= 1,863 1,863 
— a 13,296 
$ — $ 10,934 $ 17,407 
$ — $ 23,148 $ 23,438 
(1,389) 13,809 15837 
$ 1,389 $ 9,339 $ 8,101 
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NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1987 


Authority and Objectives 


The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act and is classified as a parent Crown corporation 
under Schedule C Part I of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such works and other 
property, including bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 


Accounting Policies 


The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. A summary of significant accounting 
policies follows: 


(a) Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway and is recorded at cost. 
(b) Investments in subsidiary companies 


Investments in wholly-owned subsidiary companies are recorded at cost. The financial statements of the subsidiary companies have not been consolidated in 
these financial statements because changes in the equity of the subsidiaries do not accrue to the Authority. Separate audited financial statements for each of 
the subsidiary companies are available to the public. 


(c) Fixed assets 


Fixed assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep waterway system or extend the estimated 
useful lives of existing assets are capitalized. Repairs and maintenance are charged to operations as incurred and major betterments incurred to assure the 
reliability of the system are capitalized. The cost of assets sold, retired, or abandoned, and the related accumulated depreciation are removed from the 
accounts on disposal. Gains or losses on disposals are credited or charged to operations. 


Depreciation is recorded using the straight-line method based on the estimated useful lives of the assets. 
(d) Employee termination benefits 


Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of employment. The 
liability for these benefits is recorded in the accounts as the benefits accrue to employees. 


(e) Pension Plan 


All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada. Contributions to the 
Plan are required from both the employee and the Authority. These contributions represent the total liability of the Authority and are recognized in the 
accounts on a current basis. 


(f) Thousand Islands Bridge 


In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand Islands Bridge, while the real 
property was vested in the name of Her Majesty in Right of Canada. Subsequent capital expenditures made by the Authority to improve the Bridge have 
been recorded as fixed assets. The retained earnings of the Bridge represent its cumulative earnings since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its management and operation by the 
Authority is independent of Seaway operations. 


Deposit in Trust 


Pending the completion of the transaction on the settlement with railroads relative to the Welland By-Pass, the Authority has transferred funds for the full 
payment to a trust account, and an equivalent amount is included in accrued liabilities. 


Long-Term Receivables 


The Authority has entered into long-term contractual agreements for the sale of one parcel of land and for the recovery of costs associated with the construction 
of certain facilities. Long-term receivables outstanding at March 31 are as follows: 


1987 1986 
(in thousands of dollars) 
5% interest, recoverable in blended annual installments of $28,000, maturing in 1995 $ 155 $ 173 
Non-interest bearing, recoverable in annual installments of $33,952, maturing in 1990 102 136 
$ 257 $ 309 


Long Term Investments 


The long-term investments at March 31, set aside by the Authority in order to provide for future major capital improvement projects of The St. Lawrence 
Seaway and the rehabilitation of the Canadian span at The Thousand Islands Bridge, are as follows: 
1987 1986 
(in thousands of dollars) 
— Canada bonds 
Cost, maturing on varying dates up to 1989 $ 8,872 $ 15,810 


Par value $9,000 (1986 — $16,000) 
Market value $9,374 (1986 — $16,016) 


— Treasury Bills, maturing March 1988 


Market Value $3,732 3,732 — 
— Investment Certificates, maturing March 1990 
Market Value $5,000 ___5,000 ne 
$ 17,604 $ 15,810 


Deposits in Consolidated Revenue Fund 

Consolidated Revenue Fund deposits bearing interest, set aside by the Authority in order to provide for future payments of employee termination benefits, 
mature on March 31, 1989. 

Subsidiary companies and related parties 


Investments in wholly-owned subsidiary companies consist of the following: 


No. of 

Shares Cost 
Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCB) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8,000 


$ 9,600 


During the year ended March 31, 1987, the Authority provided JCCB with certain administration services for which it charged $595,000 (1986 — $581,000). At 
March 31, 1987, $63,000 was outstanding (1986 — $76,000). 


Each calendar year, SIBC pays a bridge user charge to the Authority (1986 — $131,000; 1985 — $307,000) to amortize the Authority’s construction and interest 
costs related to the North Channel Bridge. At March 31, 1987, $11.5 million (1986 — $11.6 million) in construction and interest costs remained unamortized. 


The Canadian Coast Goard provides the Authority with navigational aids services. The fee paid by the Authority for this service in 1986-87 amounted to 
$525,000 ($525,000 in 1985-86). 


Fixed assets 


1987 1986 
Depreciation Accumulated 
rate Cost depreciation Net Net 


(in thousands of dollars) 


Seaway 
Land — $ 30,352 $ — $ 30,352 $ 30,600 
Channels and canals 1% 249,108 66,184 182,924 185,416 
Locks 1% 236,066 82,766 153,300 155,584 
Bridges and tunnels 2% 88,325 36,207 52,118 52,105 
Buildings 2% 12,153 6,521 5,632 5,868 
Equipment 2-20% 25,928 9,929 15,999 9,197 
Remedial works 1% 134,396 25,329 109,067 110,522 
Interest during construction -- 32,822 — 32,822 32,822 
Work under construction — 15,219 — 15,219 9,309 
824,369 226,936 597,433 591,423 
Thousand Islands Bridge: 
Improvements 2% 1552 246 1,306 15237 


$825,921 $227,182 $598,739 $592,760 


Since the unpaid interest on loans from Canada may be forgiven (see Note 9), no depreciation has been provided on interest $32.8 million capitalized during 
construction of the Welland Modernization Project. 


Following the 1985 incidents and considering the age of the Welland Canal, the Authority has engaged consultants to examine in detail and report on the 
structural condition of the system. The report was submitted during 1986 and, as a result a seven-year $175 million rehabilitation program has been devised to 
refit the Welland Canal and ensure a continued safe and reliable waterway into the 21st century. The program consists of refurbishing of lock walls, stabilizing the 
canal banks and approach walls, and rehabilitating ancillary structures. 


A study on the useful life of fixed assets with emphasis placed on an in-depth review of the present depreciation policy has also been undertaken. 


pre 


Equity Financing 


As of April I, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. This amount was recorded as contributed 
capital. The unpaid interest of $210 million on these loans was not converted and is reflected on the balance sheet as deferred interest. This deferred interest, on 
which no further accrual of interest is required, is not classified as a current liability because the Crown Corporations Directorate of the Department of Finance 
and Treasury Board is currently studying this matter with a view to obtain approval from Parliament to have the unpaid interest forgiven. Upon forgiveness, 
$32.8 million will be credited to fixed assets (see Note 8) and $177.2 million will reduce the deficit. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from time to time, the 


amount that shall be paid by the Authority annually out of its toll revenue as a return on capital. No return on capital has been required to be paid for the years 
ended March 31, 1987 and 1986. 


During 1986 the Government of Canada approved a budgetary equity infusion to finance the Welland Canal Rehabilitation Program for an amount not to 
exceed $175 million over a period of seven years as follows: 


1986/87 1987/88 1988/89 1989/90 1990/91 1991/92 1992/93 TOTAL 


10. 


11. 


12. 


13. 


(in millions of dollars) 
13.2 24.5 25.4 26.9 27.3 28.7 29.0 175.0 
As at March 31, 1987, $7.2 million of the approved equity infusion was received. The balance of $6.0 million is included in accounts receivable and was received 
subsequent to the year end. 
Income Taxes 


The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act; the Corporation has incurred substantial losses in 
prior years which can be carried forward and applied against taxable income of future years. 


The Authority is not subject to any provincial income taxes. 


Commitments 


At March 31, 1987, contractual obligations for capital and other expenditures amounted to $.8 million (1986 — $2.6 million). 


Contingencies 


Following the blow-out of a section of a wall at Lock 7 in October 1985, fifty-two court actions totalling $26.9 million were instituted against the Authority by 
shipping companies alleging economic losses suffered. In the previous year, as a result of the breakdown of the Valleyfield Bridge in November 1984, sixty-nine 
court actions totalling $23.0 million have been instituted. The Authority is contesting all these claims, however, their outcome cannot be determined at this time. 


The Authority is also the claimant or defendant in certain other pending or threatened claims and lawsuits. 
It is the opinion of management that these actions will not result in any material losses to the Authority. 


Renewal of insurance against economic losses suffered by other parties could not be obtained. 


Unusual and Extraordinary Items 


During the course of the year, because of the 1985 incidents on the Welland Canal and at the bridges in the Montreal-Lake Ontario Section, the Authority has 
incurred unusual maintenance and legal expenses. 


The amounts are summarized as follows: 


1987 1986 
Montreal- 
Lake 
Ontario Welland Total Total 
(in thousands of dollars) 
Unusual maintenance (expenses) recoveries $ (2,475) $ 1,519 $ (956) $ (11,218) 
Legal and Engineering services (expenses) (407) (64) (471) (1,631) 
(2,882) 1,455 (1,427) (12,849) 
Less adjustments to accounts re: settlement with 
public utility and others = = _ (575) 
TOTAL $ (2,882) $ 1,455 $ (1,427) $ (12,274) 


The Authority also recovered from its insurers $2,853 thousand as a settlement in full for the loss of property due to the collapse of the Robin Hood Wall during 
1983-84. 


FIVE YEAR FINANCIAL SUMMARY | 


1986/87 1985/86 1984/85 1983/84 1982/83 
(in thousands of dollars) 


MONTREAL-LAKE ONTARIO SECTION . 
Revenue $ 26,672 $ 25,482 $ 30,560 $ 28,147 $ 25,305 


Expenses 31,583 30,971 33,554 26,822 27,413 
Operating Profit (Loss) (4,911) (5,489) (2,994) 15325 (2,108) 
Investment Income 2,153 2,547 3,433 237 2,672 


Net Profit (Loss) (2,758) (2,942) 439 3,696 564 


WELLAND SECTION 


Revenue 29,627 25,653 32,453 30,406 26,735 
Expenses 33,702 SLA 39,064 37,134 34,361 
Operating Profit (Loss) (4,075) (25,564) (6,611) (6,728) (7,626) 
Investment Income 2,471 3,305 3,616 2127 3,362 
Net Profit (Loss) (1,604) (22,259) (2,995) (3,601) (4,264) 
TOTAL 
Revenue 56,299 oy By Te) 63,013 58,553 52,040 
Expenses 65,285 82,188 72,618 63,956 61,774 
Operating Profit (Loss) (8,986) (31,053) (9,605) (5,403) (9,734) 
Investment Income 4,624 5,852 7,049 5,498 6,034 
Net Profit (Loss) $ (4,362) $ (25,201) $ (2,556) $ 95 $ (3,700) 


THOUSAND ISLANDS BRIDGE 


Revenue $ 1,160 $ 896 $ 900 Sone edi $ 369 
Expenses 507 450 446 325 382 
Profit (Loss) $ 653 $ 446 $ 454 $ 186 Seis) 
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THE PRESIDENTS MESSAGE 


June 13, 1988 


The Honourable Benoit Bouchard, P.C., M.P. 
Minister of Transport 


Dear Sir: 


In accordance with the provisions of Section 152 of the Financial 
Administration Act, I have the honour to transmit to you the statement of accounts 
of The St. Lawrence Seaway Authority for the fiscal year ended March 31, 1988. 


Traffic on the Seaway last season showed definite signs that a slow but gradual 
recovery from the effects of the 1981-82 economic recession is underway. Final 
totals for the year came to just under 40 million tonnes on the Montreal-Lake 
Ontario (M.L.O.) section and 42.7 million on the Welland. These figures represent 
an increase of 6.4% and 2.7%, respectively, over 1986. 


Particularly encouraging was the significant upward trend in our two major 
commodities, grain and iron ore. Canadian grain, for example, was up more than 
13% while the increase in U.S. grain shipments was almost 10%. 


Financially, also, the fiscal year 1987/88 turned out better than had been 
anticipated. Total income, including investments, amounted to $65 million while 
expenses came to $70.5 million. As a result, the Authority experienced a deficit of 
some $5.5 million, considerably below the $9.8 million which had been estimated at 
the beginning of the year. And, despite the deficit, the company, for the tenth year in 
a row, was able to cover its operating expenses from self-generated funds. 


During the 1987 season, the freeze on tolls on the M.L.O. section remained in 
effect and will continue through 1988, thereby maintaining the same rate for a 
period of six years in all. On the Welland, an 8% increase was applied last season and 
a further 8% is to be implemented for 1988. 


Conditions on the operational side were also favourable during 1987, with the 
M.L.O. section opening on March 31 and Welland one day later. During the year, 
there were no major accidents or interruptions to navigation. Closing of the season 
took place on the two sections on December 24 and December 28, respectively, and 
proved quite uneventful with little or no ice in evidence. 


The Welland Rehabilitation Program completed its second year of the seven- 
year effort. Total expenditures for fiscal 1987/88 amounted to $24.8 million 


A Canadian self-unloading laker transiting the 
Welland Canal. 


compared to $14.3 million for the first year of the program. These expenditures 
continue to be funded by the Federal Government. 


Finally, I am pleased to report that in October of 1987 a settlement was 
reached between the Authority and its Union, The Canadian Brotherhood of 
Railway, Transport and General Workers, which will be effective to December 31, 
1989. As a result, shippers will be able to make plans with assurance that labour 
disruptions will not occur during the three-year contract period. 


All in all, 1987/88 was an encouraging year for the Authority and we are 
hopeful that 1988/89 will turn out to be of a similar nature. 


Yours sincerely, 


AVES 


W.A. O’Neil 


1987 
CARGO DISTRIBUTION 


MONTREAL — LAKE ONTARIO 


WELLAND CANAL 


Source: Economics Section 


THE YEAR IN REVIEW 


TRAFFIC 


Although Seaway cargo movements remain well below the record levels that were 
achieved during the late 1970s, there have been encouraging signs over the last two seasons 
that our traffic is gradually recovering from the adverse effects of the 1981-82 economic 
recession. In 1987, shipments on the Montreal-Lake Ontario section totalled just under 40 
million tonnes, up 6.4% from the previous year. On the Welland, the traffic reached 42.7 
million tonnes which was 2.7% higher than 1986. 


Of particular significance was the improved performance of the two major Seaway 
commodities — grain and iron ore. Grain traffic on both sections of the system rose by 13% 
over the 1986 season, while iron ore was up by almost 19% on the M.L.O. section and by 
close to 6% on the Welland. 


The increase of more than 14 million tonnes in Canadian grain on both sections was 
especially impressive, reaching 13.2 million tonnes on the M.L.O. and 13.8 million on the 
Welland. In percentage terms, this was 13% higher than the previous season. U.S. grain also 
performed well, with 5.1 million tonnes moving through the M.L.O. and 5.3 through the 
Welland section — some 9.5% above 1986. This increase in Seaway grain shipments took 
place despite intensely competitive world market conditions which are complicated by 
heavily subsidized exports from the European Community. Other factors which influenced 
Seaway grain exports last year were the Canadian Western Grain Transportation Act which 
continues to favour Pacific outlets to the detriment of eastbound rail and water movements 
and the grain delivery problems to Thunder Bay elevators. Given these adverse 
circumstances, the 13% rise in Seaway grain traffic seems even more remarkable. 


Also of interest was the more than 1.5 million tonne increase in iron ore through the 
M.L.O. — to 9.6 million — the highest level reached since 1984. This improvement took 
place despite the continued recession in the American steel industry, particularly in the Great 
Lakes region, and reflects the fact that the Seaway’s share of U.S. receipts improved 
considerably relative to alternative routes, particularly the U.S. Atlantic. Another 
noteworthy development last season was the jump from 0.5 million in 1986 to almost 1.3 
million tonnes for iron ore from Latin America moving through the Seaway. 


In contrast to grain and iron, coal tonnages declined somewhat — by about 2% on the 
Welland to 5.6 million tonnes. And, unfortunately, what looked like a promising new traffic 
development in coal downbound through the M.L.O. section, has tapered off in recent years 
to less than 250 thousand tonnes in 1987 compared to the 1.7-million level attained in 1981. 


After some years of steady growth, the category of “other bulk” products such as coke, 
petroleum, stone, salt, etc., also registered a decline — to 7.6 million tonnes on the M.L.O. 
and 8.6 on the Welland or about 10% below 1986. 


Finally, general cargo, the Seaway’s high-value traffic, fell by about 5% on the Welland 
to just over 3 million tonnes but totalled over 4 million on the M.L.O., a slight increase over 
1986. It is worth mentioning, also, that Seaway shipments upbound through the M.L.O. 
section of manufactured iron and steel, the main component of the general cargo category, 
were higher by 8% while competing routes, the U.S. Atlantic and Gulf coasts, all declined. 


Looking ahead to the 1988 navigation season, our preliminary forecasts indicate that 
traffic will be slightly above the levels attained in 1987. 


FINANCES 


Our 1986/87 Annual Report indicated that a small traffic increase was anticipated 
during the 1987 navigation season and, in fact, these projections were realized. This 
improvement in traffic, combined with a tariff increase on the Welland section of 8% 
(equivalent to 4% for the whole system) generated a total income of $65,033,000, including 
amounts realized from investments and other revenue. The total income had been budgeted 
at $60,329,000, thus creating a favourable variance of $4,704,000. Operating expenses had 
been estimated at $70,085,000, while the actual expenditures incurred amounted to 
$70,521,000, for an unfavourable variance of $436,000 despite a severe control on 
expenses. 


The Welland Canal Rehabilitation Program calls for 
the uncovering of the back face of lock walls prior to 
the installation of reinforcing rods and ground water 
drainage systems. 


As a result of these various circumstances, the $9.8 million loss expected for the 
1987/88 fiscal year turned into a lower deficit, amounting to $5.5 million. This overall 
improvement produced a modest increase in the Authority’s working capital. Hence, the 
Authority has reached a milestone whereby during a complete decade it has honoured its 
mandate to cover its operating expenses through self-generated funds. This achievement was 
attained partly because the Authority was able to continue counting on its investment 
income as part of its revenue. Had this not been the case, there is no doubt that parliamentary 
appropriations would have been required from time to time given the limits imposed on 
tariff increases. 


The financial outlook for 1988/89 again is based on a moderate increase in traffic. 
These projections, coupled with a further tariff increase of 8% on the Welland section, should 
permit the Authority to continue its pursuit of operating the system without having to seek 
financial assistance for that purpose. However, in order to assure the success of these 
endeavours, it is imperative that the Authority continue to rely on its investment income. 


OPERATIONS 


The Montreal-Lake Ontario section opened to navigation on March 31, 1987 and the 
Welland Canal on April 1. 


Navigational aids in the Montreal-Lake Ontario section were commissioned by April 7 
and full, 24-hour operation commenced as of that date. 


Closing of the season took place on December 24 for the Montreal-Lake Ontario 
section and December 28 for the Welland Canal. The period was quite uneventful, with little 
or no ice in evidence. 


The normal closing procedures were kept in place but, because of favourable operating 
conditions, surcharges for late transit were waived for the period December 18-21, inclusive. 
Vessels transiting the Montreal-Lake Ontario section after December 21 were accepted 
subject to a special agreement. 


There was one disabled ocean-going vessel that had to be towed from Lake Michigan, 
arriving at the Montreal-Lake Ontario section after the official closing date. Special 
arrangements were made for the ship’s transit so that it would not be trapped inside the 
system for the duration of the winter. 


There were no major accidents or interruptions to navigation during 1987, Lake levels 
moderated during the season and high inflows from Lake Ontario, which were prevalent 
during 1986, were not experienced after July 1987. This helped to stabilize levels in the 
eastern end of Lake St. Francis, in particular during the fall months, and no delays were 
experienced by vessels due to low water. 


Normal type of maintenance was carried out throughout the year on structures and in 
navigation channels. Major repairs on St. Louis Bridge, required as a result of a vessel hit in 
1985, were completed and the bridge reopened to vehicular traffic in the summer of 1987. 


In the Welland Canal a portion of the penstock, which was affected by repairs to the 
east wall of Lock 7 in 1985, was replaced and normal hydro-electrical power generation in 
the Authority’s power plant was resumed. 


In its continuing effort to become more efficient, the Authority re-organized the 
management establishment in the Operations Division in both Eastern and Western 
Regions. The organizational structure was modified by combining a number of management 
functions. 


The new Traffic Control Centre at the Welland Canal underwent its first full year of 
operation. Work was carried out in making some changes and final adjustments. All of this 
activity was scheduled for completion by the opening of the 1988 season. 


WELLAND CANAL REHABILITATION PROGRAM 


The Minister of Transport announced, in late November 1986, that the Federal 
Government would fund a $175 million, seven-year Welland Canal Rehabilitation 
Program. The program objective is to ensure that the canal, opened in 1932, will provide 
reliable and efficient service well into the twenty-first century. 


During the first year of the program in 1986-87, a total of $14.3 million was expended. 


The video displays of the Welland Canal Traffic 
Control Centre provide a total picture of ship 
movements. 


President W.A. O’Neil during an inspection tour of 


rehabilitation work at the Welland Canal in 
February 1988. (Photo: The Standard, St. 
Catharines, Ont.) 


Since interruptions to navigation are to be avoided if at all possible, most of the work 
must be carried out during the three-month period from January 1 to March 31. This year, 
only the rehabilitation of Wharf 12 and the Port Colborne breakwater took place during the 
navigation season — at a total cost of $3.842 million. 


Last winter, an additional eleven contracts were essentially completed during the 
non-navigation period. The total expenditure of the Rehabilitation Program this year 
amounted to $24,800,000. 


Reinforcement and stabilization of the lock walls was of immediate concern and, as of 
March 1988, only work on the east wall of Lock 7 and the walls of Lock 8 remain to be 
completed. Restoration of the face of various lock chamber walls was begun in earnest with 
five contracts completed. 


The number of jobs generated last winter by this highly labour-intensive program is 
estimated at between 600 and 700. 


Administration of this major rehabilitation of the Welland section of the Seaway is 
being carried out by Authority personnel located in St. Catharines, Ontario. 


OTHER MATTERS 


Seaway tolls on the Montreal-Lake Ontario section remained at the 1983 level during 
1987 and this freeze will continue for the 1988 season. These rates will, therefore, have 
remained unchanged for a period of six years, notwithstanding significant increases that have 
taken place in the costs of providing the Seaway service. 


On the Welland section, tolls were increased by about 8% last season and another 8% 
will be applied in 1988. These changes result in a yearly increase of about 4% for vessels 
transiting both sections of the Seaway. 


Following the successful joint trade mission to Northern Europe in February 1987, the 
St. Lawrence Seaway Authority and the U.S. Saint Lawrence Seaway Development 
Corporation organized a marketing presentation that was held in Chicago on October 1, 
1987. This meeting included many representatives from the Seaway/Great Lakes region 
and from other countries as well. It was designed to acquaint both the Seaway’s long-term 
customers and potential new ones with the many benefits available to users of the system and 
the recent actions which have been taken to ensure that the waterway will continue to 
provide safe and efficient service in the years to come. 


Also, it should be mentioned that during the year, the President of the Authority 
committed the organization to provide a leadership role in determining ways to make better 
use of the system. An initial meeting with a small task force from the shipping industry was 
held in the fall of 1987 and an action plan is now being developed to deal with short and long 
range issues concerning the future of the Seaway. 


To conclude this review of the fiscal year 1987/88, it is appropriate to comment about 
management-employee relations during the period. We are pleased to advise that in October 
of 1987 a settlement was reached between the Authority and the Canadian Brotherhood of 
Railway, Transport and General Workers, which will be effective to December 31, 1989. 
Both parties are to be congratulated for successfully completing a rather arduous period of 
negotiations. All Seaway personnel, in fact, are to be commended on the excellent 
performance that was recorded during the past season. 
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AUDITOR’S REPORT 


AUDITOR GENERAL OF CANADA 


To the Minister of Transport 


I have examined the balance sheet of The St. Lawrence Seaway 
Authority as at March 31, 1988 and the statements of operations, 
deficit and changes in financial position for the year then ended. My 
examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other 
procedures as I considered necessary in the circumstances. 


In my opinion, these financial statements present fairly the 
financial position of the Authority as at March 31, 1988 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted account- 
ing principles applied on a basis consistent with that of the preceding 
year. 


Further, in my opinion, the transactions of the Authority that 
have come to my notice during my examination of the financial 
statements have, in all significant respects, been in accordance with 
Part XII of the Financial Administration Act and regulations, The 
St. Lawrence Seaway Authority Act and the by-laws of the 
Authority. 


The “Montréalais” in St. Lambert Lock, summer of 
1987 (Photo: Jacques Séguin). 


D. Larry Myers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 18, 1988 


As at March 31, 1988 (in thousands of dollars) 


Assets 


Current 
Cash and term deposits 
Deposit in trust (Note 3) 
Accounts receivable 
Accrued interest receivable 
Supplies inventory 


Long-term receivables (Note 4) 


Investments 
Long-term investments (Note 5) 
Deposits in Consolidated Revenue Fund (Note 6) 
Subsidiary companies (Note 7) 


Fixed (Note 8) 


Liabilities 
Current 


Accounts payable 
Accrued liabilities (Note 3) 


Long-term 
Accrued employee termination benefits (Note 6) 
Deferred interest (Note 9) 


Contingencies (Note 12) 
Equity of Canada 


Contributed capital (Note 9) 
Deficit 


Approved: 


W.A. O’NEIL 


President 


R.J. FORGUES 


Comptroller and Treasurer 


1988 


$ 13,417 


7,283 
1,526 


2,846 
25,072 
203 


19,940 
13,000 
10 


32,950 
544,731 
$602,956 


624,950 


(48,160) 
576,790 
$602,956 


BALANCE SHEET . 


1987 


eA 
1,863 
8,340 
985 
2,889 


23,148 
251 


17,604 
13,000 
10 


30,614 
5852539 
$639,558 


$ 4,339 
9,470 


13,809 


11,718 
210,000 


221,718 
239,921 


624,950 
(220,919) 


404,031 
$639,558 


STATEMENT OF OPERATIONS 


For the year ended March 31, 1988 (in thousands of dollars) 


1988 1987 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
Tolls $29,952 $ 29,676 $ 55,628 $ — $ 55,628 $ 52,007 
Leases and licenses 563 2,508 3,071 187 3,258 2,610 
Other LOW 761 1,840 1,124 2,964 2,764 
27,594 32,945 60,539 LS 61,850 Si 
Expenses 
Operating 6,202 10,472 16,674 -— 16,674 16,450 
Maintenance 10,352 11,912 22,264 288 22,552 21,415 
Administration 4,824 5,096 9,920 32 9,952 9,552 
Headquarters 3072 4,864 8,836 36 8,872 8,620 
Depreciation 4,370 5,641 10,011 32 10,043 10,392 
Employee termination benefits 746 1,012 1,758 — 1,758 789 
Other expenses 974 84 1,058 — 1,058 1,427 
31,440 39,081 70,521 388 70,909 68,645 
Income (loss) from operations (3,846) (6,136) (9,982) 923 (9,059) (11,264) 
Investment income 2,020 2,474 4,494 146 4,640 4,702 
Net income (loss) for the year before 
extraordinary item (1,826) (3,662) (5,488) 1,069 (4,419) (6,562) 
Insurance claim recovery = = == = — 2,853 
Net income (loss) for the year $ (1,826) $ (3,662) $ (5,488) $ 1,069 $ (4,419) $ (3,709) 
STATEMENT OF DEFICIT 
For the year ended March 31, 1988 (in thousands of dollars) 
1988 1987 
Thousand 
Islands 
Seaway Bridge Total Ice 
Deficit (retained earnings), beginning of the year $ 223,613 $ (2,694) $ 220,919 $ 217,210 
Loss (net income) for the year 5,488 (1,069) 4,419 3,709 
Forgiveness of deferred interest (Note 9) (177,178) = (177,178) ae 
Deficit (retained earnings), end of the year 510923 SES. 102) $ 48,160 -$ 220,919. 


STATEMENT OF CHANGES IN FINANCIAL POSITION | 


For the year ended March 31, 1988 (in thousands of dollars) 


CASH PROVIDED BY (USED IN): 


OPERATING ACTIVITIES 
Income (loss) for the year before extraordinary item 


Items not involving cash 
Depreciation 
Provision for termination benefits 
Net change in working capital components 
other than cash and cash equivalents 
Insurance claim recovery 


Cash provided by (used in) 
operating activities 


FINANCING ACTIVITIES 


Funding from Federal Government for 
Welland Canal Rehabilitation Program 


Cash provided from financing activities 


INVESTING ACTIVITIES 


Reduction in long-term receivables 

Purchase of treasury bills 

Purchase of Canada Bonds 

Purchase of long-term investment certificates 
Fixed assets 

Proceeds from disposal of investments 
Proceeds from disposal of fixed assets 


Cash used in investing activities 


Increase (decrease) in cash 


Cash at beginning of year 


Cash position at end of year 


Cash composed of: 
Cash and term deposits 
Deposit in trust 


Working capital position at end of year 
Current assets 
Current liabilities 


1988 1987 
Thousand 
Islands 

Seaway Bridge Total Total 
$ (5,488) $ 1,069 $ (4,419) $ (6,562) 
10,011 32 10,043 10,392 
1,758 — 1,758 789 
542 (1,101) (559) (9,032) 
— — 2,853 
6,823 — 6,823 (1,560) 
24,500 — 24,500 13,200 
24,500 — 24,500 13,200 
54 == 54 52 
on = a (8732) 

(9,053) — (9,053) — 
— — (5,000) 
(26,598) — (26,598) (16,654) 
6,716 — 6,716 6,938 
4] = 41 283 
(28,840) — (28,840) (18,113) 
2,483 = 2,483 (6,473) 
10,934 = 10,934 17,407 
$ 13,417 $ — $ 13,417 $ 10,934 
$ 13,417 $ — $ 13,417 $ 9,071 
— — — 1,863 
SSI $ — $ 13,417 $ 10,934 
$ 25,072 $ — $ 25,072 $ 23,148 
16,536 (2,490) 14,046 13,809 
$ 8,536 $ 2,490 $ 11,026 $ 9,339 


shoes 


NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1988 


1. Authority and objectives 


The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act and is classified as a parent Crown corporation under Schedule C 
Part I of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such works and other property, including 
bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 
2. Accounting policies 
The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. A summary of significant accounting policies follows: 
(a) Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway and is recorded at cost. 
(b) Investments in subsidiary companies 


Investments in wholly-owned subsidiary companies are recorded at cost. The financial statements of the subsidiary companies have not been consolidated in these 
financial statements because changes in the equity of the subsidiaries do not accrue to the Authority. Separate audited financial statements for each of the subsidiary 
companies are available to the public. 


Fixed assets 


—~ 
QO 
— 


Fixed assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep waterway system or extend the estimated useful lives of 
existing assets are capitalized. Repairs and maintenance are charged to operations as incurred and major betterments incurred to assure the reliability of the system are 
capitalized. The cost of assets sold, retired, or abandoned, and the related accumulated depreciation are removed from the accounts on disposal. Gains or losses on disposals 
are credited or charged to operations. 


Depreciation is recorded using the straight-line method based on the estimated useful lives of the assets. 
(d) Welland Canal Rehabilitation Program 


Funding received from the Government of Canada towards this program is accounted for by crediting the costs of related capital projects undertaken during the year, with 
depreciation to be calculated on the net amount. 


(e) Employee termination benefits 
Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of employment. The liability for these 
benefits is recorded in the accounts as the benefits accrue to employees. 

(f) Pension plan 


Allemployees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada. Contributions to the Plan are required 
from both the employee and the Authority. These contributions represent the total liability of the Authority and are recognized in the accounts on a current basis. 


(g) Employee life insurance plan 
The Authority provides an annual life insurance plan for its employees on a self-insurance basis. Surpluses, premiums and deficits from the plan are included in revenues 
and/or expenses in the year in which they apply. 

(h) Thousand Islands Bridge 


In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand Islands Bridge, while the real property was 
vested in the name of Her Majesty in Right of Canada. Subsequent capital expenditures made by the Authority to improve the Bridge have been recorded as fixed assets. 
The retained earnings of the Bridge represent its cumulative earnings since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its management and operation by the Authority is 
independent of Seaway operations. 


3. Deposit in trust 


Pending the completion of the transaction on the settlement with railroads relative to the Welland By-Pass, the Authority had transferred funds for the full payment to a trust 
account, and an equivalent amount was included in accrued liabilities. The transaction was completed in October, 1987. 


4. Long-term receivables 


The Authority has entered into long-term contractual agreements for the sale of one parcel of land and for the recovery of costs associated with the construction of certain 
facilities. Long-term receivables outstanding at March 31 are as follows: 


1988 1987 
(in thousands of dollars) 
5% interest, recoverable in blended annual installments of $28,000, maturing in 1995 $ 135 $ 155 
Non-interest bearing, recoverable in annual installments of $33,952, maturing in 1990 68 102 


$ 203 $ 257 


tre 


5. Long-term investments 


The long-term investments at March 31, set aside by the Authority in order to provide for future major capital improvement projects of the St. Lawrence Seaway and the 
rehabilitation of the Canadian span at the Thousand Islands Bridge, are as follows: 


1988 1987 
(in thousands of dollars) 
— Canada Bonds 
Cost, maturing on varying dates up to 1995 $ 14,940 $ 8,872 


Par value $15,000 (1987 - $9,000) 
Market value $15,117 (1987 - $9,374) 


— Treasury Bills, maturing March 1988 — 3722 
(1987 market value $3,732) 
— Investment Certificates, maturing March 1990 5,000 5,000 


Market value $5,000 (1987 - $5,000) 
$ 19,940 $ 17,604 


6. Deposits in Consolidated Revenue Fund 


Consolidated Revenue Fund deposits bearing interest, set aside by the Authority in order to provide for future payments of employee termination benefits, mature on March 
31, 1989. 


7. Subsidiary companies and related parties 


Investments in wholly-owned subsidiary companies consist of the following: 


No. of 
___ Shares Cost 
Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCB) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8,000 


$ 9,600 


During the year ended March 31, 1988, the Authority provided JCCB with certain administration services for which it charged $627,000 (1987 - $595,000). At March 31, 
1988, $79,000 was outstanding (1987 - $63,000). 

Each calendar year, SIBC pays a bridge user charge to the Authority (1987 - $368,000; 1986 - $131,000) to amortize the Authority’s construction and interest costs related to 
the North Channel Bridge. At March 31, 1988, $5.8 million (1987 - $11.5 million) in construction costs remained unamortized: during the year a reduction of $5.3 million was 
caused by the cancellation of interest as explained in Note 9. 

The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the Authority for this service in 1987-88 amounted to $525,000 ($525,000 
in 1986-87). 


8. Fixed assets 


1988 1987 
Depreciation Accumulated 
Rate Cost depreciation Net Net 
(in thousands of dollars) 
Seaway: 
Land a $ 30,324 $ — $ 30,324 $ 30,352 
Channels and canals 1% 249,108 68,675 180,433 182,924 
Locks 1% 236,752 85,138 151,614 153,300 
Bridges and tunnels 2% 88,346 37,981 50,415 52,118 
Buildings 2% 12,062 6,586 5,476 5,632 
Equipment 2-20% 26,538 11,492 15,046 15,999 
Remedial works 1% 134,396 26,676 107,720 109,067 
Interest during construction (Note 9) — — — — 32,822 
Works under construction == 2,430 — 2,430 2,019 
779,956 236,498 543,458 584,233 
Thousand Islands Bridge: 
Improvements 2% 1552 279 NAB 1,306 
$ 781,508 $ 236,777 $ 544,731 $ 585,539 
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10. 


11. 


12: 


Welland Canal Rehabilitation Program 


Following the 1985 incidents and considering the age of the Welland Canal, the Authority engaged consultants to examine in detail, and report on, the structural condition of 
the system. The report was submitted during 1986 and, as a result a seven-year $175 million rehabilitation program has been devised to refit the Welland Canal and ensure a 
continued safe and reliable waterway into the 21st century. The program consists of refurbishing of lock walls, stabilizing the canal banks and approach walls, and 
rehabilitating ancillary structures. 


During 1986, the Government of Canada approved funding to finance the Welland Canal Rehabilitation Program for an amount not to exceed $175 million over a period of 
seven years as follows: 


1986-1987 1987-1988 1988-1989 1989-1990 1990-1991 1991-1992 1992-1993 TOTAL 
(in millions of dollars) 
182 24,5 25.4 26.9 27.3 28.7 29.0 175.0 


To date the federal government funding has amounted to $37.7 million, all of which has been spent on the program and has been deducted from related works under 
construction. As at March 31, 1988, $32.445 million of the approved amount for the first two years was received. The balance of $5.255 million is included in accounts 
receivable. 


During the course of the 1987-88 fiscal year, the Authority examined in more depth the purpose of the Rehabilitation Program, the intention of the Federal Government to 
finance the entire program and the recording of the transaction in the books of the Authority. 


The Authority has concluded that itis the intention of the Government of Canada not to recover the cost of the Program from the users of the Seaway. Accordingly, the funding 
received for this program is being deducted from the related costs of the fixed assets, with depreciation to be calculated on the net amount. 


During 1986-87, expenditures of $13.2 million under this program was capitalized and the related funding was treated as contributed capital. These accounts have been 
restated to reflect the now clarified nature of the program. 


. Contributed capital 


As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. This amount was recorded as contributed capital. The 
unpaid interest of $210 million on these loans was not converted and was reflected on the balance sheet as deferred interest. 


In December 1987, through Transport Vote 2c, both the contributed capital and deferred interest were forgiven by Government of Canada. 


The Authority accounted for the deletion of deferred interest through a reduction of its deficit by $177.2 million as well as write-down of fixed assets by $32.8 million 
representing interest capitalized during construction. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from time to time, the amount that shall 
be paid by the Authority annually out of its toll revenue as a return on capital. No return on capital has been required to be paid for the years ended March 31, 1988 and 1987. 


As described in Note 8, as a result of clarification of government intent towards funding for the Welland Canal Rehabilitation Program, prior years contributed capital has 
been reduced by $13.2 million. 


Income taxes 
The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not subject to any provincial income taxes. 


The Authority is of the opinion that the forgiveness of deferred interest by the Government of Canada (see Note 9) will not result in any tax liability. A confirmation to that 
effect has been requested from the Minister of National Revenue. 


Currently, undepreciated capital cost for tax purposes is in excess of the net book value of fixed assets by approximately $214 million. The tax effect of this excess has not been 
recorded in the accounts of the Authority. Should the Authority not receive the above confirmation, this excess would be reduced by approximately $168 million. The 
Authority has also accumulated research and development costs of approximately $4 million which are available to reduce the taxable income of future years. 


Accordingly, no current or deferred tax liability has been set up. 


Commitments 
At March 31, 1988, contractual obligations for capital and other expenditures, including Welland Canal Rehabilitation Program, amounted to $1.7 million (1987 - $0.8 
million). 


Contingencies 


Following the blow-out of a section of a wall at Lock 7 in October 1985, fifty-four court actions totalling $26.1 million were instituted against the Authority by shipping 
companies alleging economic losses suffered. In previous years, as a result of the breakdown of the Valleyfield Bridge in November 1984, sixty-nine court actions totalling 
$23.0 million had been instituted. The Authority is contesting all these claims. However, their outcome cannot be determined at this time. 


The Authority is also the claimant or defendant in certain other pending or threatened claims and lawsuits. 


It is the opinion of management that these actions will not result in any material losses to the Authority. 
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MONTREAL-LAKE ONTARIO SECTION 
Revenue 
Expenses 


Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


WELLAND SECTION 
Revenue 
Expenses 
Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


TOTAL 
Revenue 
Expenses 


Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


THOUSAND ISLANDS BRIDGE 
Revenue 
Expenses 


Profit (Loss) 


FIVE YEAR FINANCIAL SUMMARY - 


1987/88 1986/87 1985/86 1984/85 1983/84 


(in thousands of dollars) 


$ 27,594 $ 26,672 $ 25,482 $ 30,560 $ 28,147 


31,440 31,583 30,971 33,554 26,822 
(3,846) (4,911) (5,489) (2,994) 1,325 
2,020 2,153 2,547 3,433 2,371 
(1,826) (2,758) (2,942) 439 3,696 
32,945 29,627 25052 32,453 30,406 
39,081 33,702 SIL 39,064 37,134 
(6,136) (4,075) (25,564) (6,611) (6,728) 
2,474 2,471 3,305 3,616 3127 


(3,662) (1,604) (222259) (2,995) (3,601) 


60,539 56,299 515135 63,013 58,553 

70,521 65,285 82,188 72,618 63,956 
(9,982) (8,986) (31,053) (9,605) (5,403) 
4,494 4,624 5,852 7,049 5,498 


$ (5,488) $ (4362) $ (25,201) $ (2,556) $ 95 


$ 1,457 $ 1,160 $ 896 $0 2900 Sin wot 
388 507 450 446 325 


$ 1,069 SES $ 446 $ 454 S 12186 
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THE PRESIDENTS MESSAGE 


June 12, 1989 


The Honourable Benoit Bouchard, P.C., MP. 
Minister of Transport 


Dear Sir: 


In accordance with the provisions of Section 150 of the Financial 
Administration Act, it is my pleasure to transmit to you the statement 
of accounts of The St. Lawrence Seaway Authority for the fiscal year 
ended March 31, 1989. 


It is satisfying indeed to be able to report that Seaway traffic for 
the 1988 navigation season recorded its third consecutive year 
of recovery from the sharp decline in cargo tonnage which 
accompanied the widespread economic recession of the early 
1980's. Although the increases over 1987 were modest — to 40.6 
million tonnes or about 172% on the Montreal-Lake Ontario section 
(M.L.O.) and 43.5 million or 2% on the Welland — they do provide 
clear evidence that the waterway remains firmly established as an 
economical and competitive transportation route for a substantial 
share of the goods which move to and from the North American 
continent each year. Moreover, had it not been for the drop of more 
than 3 million tonnes in Canadian grain shipments from the 1987 
level due to the severe drought in the prairies, the Seaway’s total 
cargo increase for 1988 would have been significantly higher. 


In financial terms, 1988 was also an encouraging time for the 
Authority. Revenues for the fiscal year ending March 31, 1989 
amounted to $70 million compared to our budget forecast of $67.5 
million. Operating expenses were $72 million, more than $2 million 
below the $74.1 million which had been anticipated. The increase 
in revenue combined with a decrease in expenses, resulted in a 
deficit of $1.9 million, a welcome decline from the $5.5 million loss 
experienced during the previous fiscal period. | am also pleased to 
report that, for the eleventh consecutive year, the company was able 
to cover its total costs of operating the Canadian portion of the 
St. Lawrence Seaway out of self-generated funds, without recourse 
to government subsidies or other outside assistance. 


During 1988, tolls on the M.L.O. section of the Seaway remained 
fixed at the 1983 level for the sixth year in a row while, on the Welland 
Canal, an 8% increase was put into effect. 


Operationally, conditions last year were relatively uneventful. The 
M.L.O. section opened to navigation on March 29 and the Welland 
Canal one day later. The two sections closed on December 23 and 
December 24, respectively, without any major difficulties being 
experienced. No significant accidents or interruptions to navigation 
occurred during the year and all vessels wishing to leave the system 
before freeze-up were able to do so. 


It is also worth noting that fiscal 1988/89 marked the completion 
of the third year of the seven-year Welland Canal Rehabilitation 
Program. As you know, the primary purpose of this important 
undertaking is to ensure the provision of continued safe, reliable 
and efficient service to the users of the Seaway for a period of time 
extending well into the 21st century. The $175 million program, costs 
of which are being funded by the Federal Government, involved the 
expenditure of $24.4 million during the past year and the cumulative 
total so far amounts to $63.5 million. 


Looking back on the year as a whole, | think it is fair fo say that the 
waterway has demonstrated once again its right to be considered 
as one of the most important transportation services involved in the 
movement of world trade. Keeping in mind the system's dependence 
upon the availability of grain for shipment and barring any major 
economic recession, the Authority is confident that the 1989 season 
will at least maintain the level of this trade carried on the Seaway. 


Finally, | would like to say how encouraged we are by the events 
which transpired during our thirtieth year of operation and how much 
we are all looking forward to marking the 30th anniversary of the 
official opening of the St. Lawrence Seaway which took place on 
June 26, 1959. 


Respectfully yours, 


LMlE-f 


W.A. O'Neil 


THE YEAR IN REVIEW 


TRAFFIC 


The gradual recovery in the level of Seaway traffic that was noted 
in last year’s review continued during 1988. Despite its relatively 
modest nature, this improvement does indicate that the impact 
of the severe economic recession of 1981-82 — which adversely 
affected virtually all transportation modes as well as the Seaway — 
is diminishing and more normal commodity flows are reasserting 
themselves. Tonnage on the Montreal-Lake Ontario section 
(M.L.O.) during 1988 rose to 40.6 million tonnes compared with 
40.0 million in 1987. On the Welland Canal, the figures were 43.5 
million and 42.7 million, respectively. 


This trend, with one major exception, was reflected in the increases 
recorded last season for nearly all categories of cargo. For example, 
iron ore shipments through the M.L.O. section totalled some 10.8 
million tonnes, a healthy 13.1% increase over 1987. An even larger 
increase of 14.6% to 7.08 million, took place on the Welland. Coal 
moving downbound through the MLO. (a relatively new traffic 
increment for this section), rose to 713,000 tonnes, up 480,000 from 
the previous year. On the Welland Canal, which traditionally 
experiences a high level of coal movements, the increase of almost 
25%, to more than 7 million tonnes, was also impressive. Similarly, the 
“Other Bulk” category, which comprises such diverse commodities 
as coke, petroleum products, scrap metals, chemicals, stone and 
salt, recorded a substantial rise of more than 16% on both sections 
of the system. This development was particularly welcome since 
it marked a resumption of the steady growth in this type of traffic 
which had been temporarily interrupted in 1987. 


General cargo shipments for 1988 were also well above their 
average levels for the past decade, reaching 4.60 million tonnes on 
the M.L.O. and 3.27 million on the Welland. Manufactured iron and 
steel, by far the largest component of this relatively high-valued 
cargo category, was up to 4.28 million tonnes on the M.L.O. section, 
almost 19% above the previous year, while an increase of about 
13%2%, to 3.03 million, was recorded on the Welland Canal. 


The exception to the general upward trend in last season’s traffic 
was, unfortunately, grain — traditionally the Seaway’s largest single 
commodity flow — which fell by almost 16% to 1572 million tonnes on 
the M.L.O. and 16 million on the Welland. The shortage of Canadian 
grain supplies, because of serious drought conditions on the prairies, 
was the main factor in bringing about this decline. Other circum- 
stances which contributed to the decrease were the intensely 
competitive world market, and the adverse effect of the Canadian 
Western Grain Transportation Act on eastbound rail and water 
movements of grain for export. U.S. grain, on the other hand, 
increased by almost 8% over 1987 — to more than 5% million tonnes 
on both sections of the system. 


In summary, it can be said that despite the poor performance 
of Canadian grain, the Seaway’s traffic record for the 1988 season 
was rather encouraging. In fact, had our grain shipments remained 
at the previous year’s level, the total cargo increase for the year 
would have been in the order of 10%, instead of the less than 2% 
which was actually experienced. 


The number of vessel transits on the system during 1988 was 
3,909 — 2,849 made by lakers and 1,060 by ocean ships. These 
figures are almost identical with the transits recorded during the 
year previous. 


Traffic forecasts for 1989 must, of course, be viewed with caution. 
Certainly the prospects for grain movements on the Seaway this 
season are a matter of serious concern to all Great Lakes shipping 
interests, particularly as they relate to spring and summer shipments. 
At the same time, however, other commodities such as iron ore and 
manufactured iron and steel are expected to do well this year. 
On balance, and assuming that no major slowdown in economic 
activity takes place, if seems reasonable to hope that Seaway 
traffic for 1989 will record much the same levels as were experienced 
last season. 


While tug and barge movements represent a 
very small portion of Seaway traffic, the volume 
of cargo they carry has doubled, and their 
transits nearly tripled, in the last five years. 


FINANCES 


The improved traffic situation on most commodities, together with 
a toll increase of 8% on the Welland Canal served to offset the 
loss of toll revenue from the downturn in grain traffic. Accordingly, 
the Authority’s revenue for the fiscal year just ended, and including 
investment income of $5.3 million, amounted to $70.0 million, com- 
pared to a budgeted amount of $67.5 million. 


MONTREAL-LAKE ONTARIO SECTION 


In 1988, a 1.4% rise in cargo tonnage produced a revenue increase 
of 5.4%. 


(millions) 
1988/89 1987/88 Change 
Tolls Income S278) $25.9 + 54% 


The Tariff of Tolls on this section has been maintained at the same 
level since 1983. 


WELLAND CANAL 


A 1.9% increase in cargo tonnage, combined with a rise of 8% in 
the Tariff of Tolls, resulted in 10.1% higher revenues for 1988. 


(millions) 
1988/89 1987/88 Change 
Tolls Income $32.7 $29.7 + 10.1% 


The operating expenses on both sections for the same period, 
budgeted at $74.1 million, amounted to $72.0 million. 


Operating expenses for 1988/89 compared to the prior fiscal year 
are as follows: 


(millions) 
1988/89 1987/88 Change 
Montreal-Lake Ontario 
Section $31.871 $31,440 AIG 
Welland Section 40.088 39.081 + 2.6% 
Total $72,959 $70.521 + 2.0% 


The additional revenue generated, coupled with the decrease 
in expenses expected during 1988/89, contributed to lowering 
the anticipated deficit from $6.6 million to $1.917 million (1987-88 
loss — $5.488 million). 


Capital expenditures during the course of the year amounted 
to $26.256 million, including $24.355 million for the Welland Canal 
Rehabilitation Program. 


The cash flow of the Authority remained positive despite the loss 
incurred and the outlay for capital expenditures. Working capital 
decreased to $8.308 million from $8.536 million the year before and 
the Capital Improvement Fund, a reserve for future capital expendi- 
tures, has been raised by $8.5 million. 


The financial outlook for 1989/90 is not reassuring, particularly 
with respect to toll revenues from grain traffic. It is expected, however, 
that the anticipated decline will be partly offset by an increase in 
user charges of 4.5% on the system, as well as by an improved tolls 
sharing ratio on the M.L.O. section with the U.S. Seaway Development 
Corporation. 


Nevertheless, because of its financial reserves, and the investment 
income generated therefrom, the Authority is confident that for a 
{2th consecutive year, no parliamentary appropriations for operating 
purposes during the 1989/90 fiscal period will be required. 


The “Project Europa”, carrying general cargo, on the 
Welland Canal in November 1988. 


OPERATIONS 


The Montreal-Lake Ontario section opened to navigation on 
March 29, 1988, and closed on December 23. Navigational aids were 
commissioned by April 7 and full 24-hour operation commenced as 
of that date. The navigation season lasted 270 days. Average vessel 
transit time was 20.1 hours, and the average daily vessel demand 
was approximately 11 vessels. 


The Welland Canal season began on March 30 and was 
completed on December 24, 270 days in all. One-way transit times 
averaged 13.1 hours, and the average daily vessel demand was 
about 15 vessels. 


Vessel demand and transit times for both sections were closely 
comparable to the previous three year average figure. 


The closing of the system was orderly and without major difficulties. 
For the M.L.O. section, normal closing procedures were in place. 
Surcharges for late transit were waived for December 19 and 20, 
but charges for December 21 and 22 were applied because of 
deteriorating ice conditions. There was one vessel that transited 
downbound, subject to the applicable surcharge, on December 
23rd. The special agreement for transits after December 23 was 
not required as by that date all vessels wishing to do so had left 
the system. 


There were no major accidents or interruptions fo navigation 
during 1988. Water levels throughout the system were adequate 
and stable, and no delays were experienced by vessels due to 
water level conditions. Strong winds were more of a problem, 
especially in the Welland Canal area during the fall period, and this 
resulted in a number of transit delays. 


Normal ongoing corrective maintenance was carried out 
throughout the year on canal structures and in the navigation 
channels. Temporary work had to be undertaken on the lock 
approach wall above Lock 3 in the Welland Canal. Early in the 
season some movement of the wall was detected and, as a 
precautionary measure, stabilization work was performed. Per- 
manent work on this wall was completed during the 1988/89 non- 
navigation season. 


In the area of maintenance, regular inspections were conducted 
to identify, record and assess the condition of structures and 
installations. Priorities for needed work were established based on 
these assessments. 


Major maintenance work undertaken during the year included: 
MONTREAL-LAKE ONTARIO SECTION 


Modification to ship arresters 

Bridge deck repairs — Mercier Bridge 

Bridge painting 

Dredging Lancaster Bar area 

Timber fendering replacement at lock walls 
Replacement of VHF radio communication system 


WELLAND CANAL 


Bridge painting 

Gate painting 

Rehabilitation of electrical installations 

Timber fendering replacement at lock walls 
Rehabilitation of electrical power distribution systems 
Rehabilitation of capstains at locks 


As a continuation of its effort to improve efficiency, the Authority 
reorganized the maintenance function at the Welland Canal by 
combining a number of middle management positions, strengthen- 
ing the planning function and shortening the lines of communication 
between various supervisory levels. 


Training of personnel continued which included specific training 
for job functions in maintenance and operations, as well as in the 
area of general managerial and supervisory skills. Soecial emphasis 
was placed on improving the Authority's personnel safety record. 


Iwo Canadian lakers saluting each other on the 
Beauharnois Canal. 


WELLAND CANAL REHABILITATION PROGRAM 


This $175 million seven-year program is designed to ensure that 
the 57-year-old canal will continue to provide safe and efficient 
service for its users well into the twenty-first century. During the 
fiscal year 1988/89 some 10 contracts were awarded involving 
the expenditure of approximately $24.4 million. The total cost of 
this major rehabilitation program over the three year period now 
completed has reached some $63.5 million. 


Among the many labour-intensive projects completed during 
the last fiscal year, were the stabilization of walls north and south 
of wharf 13, west wall excavation, anchoring, and drainage at 
Lock 1, East Lock Wall refacing at Lock 5E, and West Lock Wall 
refacing at Lock 6E. 


All capital expenditures in connection with this program are being 
funded by the Federal Government. 


OTHER MATTERS 


An event worth noting during the last fiscal year was the third joint 
Canada-U.S. Seaway Trade Mission. This two-week endeavour took 
place in March 1989, and included visits to the important trade 
centres of London, Antwerp, Madrid, Tunis and Casablanca by 
thirty-two representatives of the maritime industry and government 
Officials from both countries. On completion of the mission, there was 
general agreement that the purpose of promoting the Seaway as 
a viable transportation route between North America and the 
countries of Europe and North Africa had been well served. 


The important issue of the level of tolls on the Seaway was also 
addressed during fiscal 1988/89. Following meetings between the 
two Seaway entities if was announced that a 4.5 percent toll increase 
on both sections of the system would go into effect for the 1989 
season and another 4.5 percent increase in 1990. A change in the 
tolls sharing ratio on the M.L.O. section was also agreed upon with 
75% of the total revenues now going to Canada and 25% to the U.S. 
compared to 73/27 as was previously the case. 


This moderate rise in the level of user charges is, of Course, a 
consequence of the effects of inflation on the costs of providing the 
Seaway service. However, in line with the effort to provide incentives 
for the movement of certain kinds of traffic, tolls have been 
eliminated on government aid cargo and reduced some 50% on 
lumber by reclassifying this product as bulk cargo instead of general. 


In conclusion, the members of the Authority would like to 
congratulate all company personnel for a job well done during the 
past year. And, as the St. Lawrence Seaway enters its fourth decade 
of service to its users, we can all look back with pride on thirty years of 
successful operation and forward with assurance that this unique 
waterway will remain one of the world’s major transportation routes 
for many years to come. 


Mr. Gérald Laniel, Vice-President of The St. Lawrence 
Seaway Authority, who led the Canadian contingent 
of the 1989 Seaway Trade Mission, is shown with, to his 
right, Mr. John Broadbent, Canadian Commercial 
Counsellor in Rabat, and, to his left, Mr. Mohamed 
Assad, Director General of Morocco’s Office d'exploi- 
tation des Ports, and Mr. Davis Helberg, President of 
the International Association of Great Lakes Ports 
and Executive Director of the Seaway Port Authority 
of Duluth. They were photographed following the 
Mission’s seminar in Casablanca on March 16th. 


CARGO TONNAGES AND VESSEL TRANSITS 


Millions Tonnes 


MONTREAL-LAKE ONTARIO SECTION 


EM WELLAND CANAL 


Number of Transits (x 1000) 


1959 60 61 62 63 64 65 66 67 68 69 70 71 72 73 74 75 76 77 78 79 80 81 82 83 84 85 86 87 88 


Welland Canal rehabilitation: Workers install steel 
reinforcement to lock wall prior to refacing. 


AUDITOR'S REPORT 


AUDITOR GENERAL OF CANADA 


To the Minister of Transport 


| have examined the balance sheet of The St. Lawrence Seaway 
Authority as at March 31, 1989 and the statements of operations, 
deficit and changes in financial position for the year then ended. 
My examination was made in accordance with generally 
accepted auditing standards, and accordingly included such 
tests and other procedures as | considered necessary in the 
circumstances. 


IN my opinion, these financial statements present fairly the 
financial position of the Authority as at March 31, 1989 and the 
results of its operations and the changes in its financial position for 
the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of 
the preceding year. 


Further, in my opinion, the transactions of the Authority that 
have come fo my notice during my examination of the financial 
statements have, in all significant respects, been in accordance 
with Part X of the Financial Administration Act and regulations, 
The St. Lawrence Seaway Authority Act and the by-laws of the 
Authority. 


D. Larry Meyers, F.C.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 12, 1989 


BALANCE SHEET 


as at March 31, 1989 (in thousands of dollars) 


1989 
ASSETS 
Current 
Cash and term deposits $ 45,557 
Accounts receivable 8,692 
Accrued interest receivable 4,143 
Supplies inventory 2,844 
28,233 
Long-term receivables (Note 3) 149 
Investments 
Long-term investments (Note 4) 41,440 
Subsidiary companies (Note 5) 40 
41,450 
Fixed (Note 6) 534,741 
$ 604,543 
LIABILITIES 
Current 
Accounts payable and accrued 
liabilities $ 15,834 
Long-term 
Accrued employee termination benefits 
(Note 4) 42,244 
28,075 
Contingencies (Note 10) 
EQUITY OF CANADA 
Contributed capital (Note 7) 624,950 
Deficit (48,482) 
576,468 
$ 604,543 
Approved: 
W.A. O'NEIL R.J. FORGUES 
President Comptroller and Treasurer 


1988 


S ASA 
7,283 
1,526 
2,846 


25,072 


203 


32,940 
10 


32,950 


044,731 
$ 602,956 


$ 14,046 


12,120 
26,166 


624,950 


(48,160) 
576,790 
$ 602,956 


STATEMENT OF OPERATIONS 


for the year ended March 31, 1989 (in thousands of dollars) 


1989 4988 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
Tolls S230 $ 32,697 $ 60,007 5 — $ 60,007 SM 55,628 
Leases and licenses 690 2,643 9,300 362 3,695 3,258 
Other 706 651 1357 1,256 2,613 . 2,964 
28,706 35,991 64,697 1,618 66,315 61,850 
Expenses 
Operating 6,368 10,394 16,762 — 46,762 16,674 
Maintenance 10,727 12,452 23,179 234 23,413 22552 
Administration 4,947 5,270 10,217 38 40,255 9,952 
Headquarters 4,141 5,218 9,359 36 9,395 8,872 
Depreciation 4,738 5,726 10,464 32 10,496 10,043 
Employee termination benefits 606 891 1,497 — 4,497 1,758 
Other expenses 344 137 481 _ 484 1,058 
31,871 40,088 72,959 340 72,299 70,909 
Income (loss) from operations (3,165) (4,097) (7,262) 1,278 (5,984) (9,059) 
Investment income 2,365 2,980 5,345 317 5,662 4,640 
Net income (loss for the year) $ (800) Sn CZ) $ (1917) S. AS% $ (322) $ (4419) 
for the year ended March 31, 1989 (in thousands of dollars) 
1989 1988 
Thousand 
Islands 
Seaway Bridge Total Total 
Deficit (retained earnings), beginning of the year $ 51,923 S Ges) $ 48,160 $ 220,919 
Loss (net income) for the year TAT (1,595) 322 4,419 
Forgiveness of deferred interest (Note 7) = = = (177,178) 
Deficit (retained earnings), end of the year $ 53,840 Ss (sss) $ 48,482 $ 48,160 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended March 31, 1989 (in thousands of dollars) 


1989 1988 
Thousand 
Islands 
Seaway Bridge Total Total 
CASH PROVIDED BY (USED IN): 
OPERATING ACTIVITIES 
Income (loss) for the year S CA Se 1595 $ (322) $ (4,419) 
Items not involving cash 
(Profit) loss on disposal of fixed assets 153 — 153 (20) 
Depreciation 10,464 32 10,496 10,043 
Provision for termination benefits 1,497 — 4,497 1,758 
Net change in working capital components 
other than cash and term deposits 995 (1,604) (609) (559) 
Cash provided by operating activities 11,192 23 41,245 6,803 
FINANCING ACTIVITIES 
Funding from Federal Government for 
Welland Canal Rehabilitation Program 25,400 — 25,400 24,500 
Cash provided by financing activities 25,400 — 25,400 24,500 
INVESTING ACTIVITIES 
Reduction in long-term receivables 54 — 54 54 
Purchase of investments (21,500) — (24,500) (9,053) 
Purchase of fixed assets (26,256) (23) (26,279) (26,598) 
Proceeds from disposal of investments 13,000 — 43,000 6,716 
Proceeds from disposal of fixed assets 250 — 250 61 
Cash used in investing activities (34,452) (23) (34,475) (28,820) 
Increase in cash 2,140 — 2,140 2,483 
Cash and term deposits at beginning of year 13,417 — 43,417 10,934 
Cash and term deposits at end of year Ss “S57 $ — $15557 SMS 2417 
Working capital position at end of year 
Current assets 91) 28,233 $ _ $ 28,233 SO 72 
Current liabilities 19,925 (4,094) 45,834 14,046 
S$ 8,308 $ (4,094) $ 12,402 $ 11,026 
0 


NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1989 


4. Authority and objectives 


The St. Lawrence Seaway Authority was established in 1954 under The St. Lawrence Seaway Authority Act and is classified as a parent Crown corporation under 
Schedule III Part | of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such works and other 
property, including bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 


Under the St. Lawrence Seaway Act the Authority must file the tariff of tolls with the National Transportation Agency. This tariff of tolls then becomes operative from 
the date of filing. 


2. Accounting policies 


The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. A summary of significant accounting 
policies follows: 


(a) Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway and is recorded at cost. 

(b) Investments in subsidiary companies 
Investments in wholly-owned subsidiary companies are recorded at cost. The financial statements of the subsidiary companies have not been consolidated 
in these financial statements because changes in the equity of the subsidiaries do not accrue to the Authority. Separate audited financial statements for 
each of the subsidiary companies are available to the public. 

(c) Fixed assets 
Fixed assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep waterway system or extend the 
estimated useful lives of existing assets are capitalized. Repairs and maintenance are charged to operations as incurred and major betterments incurred to 
assure the reliability of the system are capitalized. The cost of assets sold, retired, or abandoned, and the related accumulated depreciation are removed 
from the accounts on disposal. Gains or losses on disposals are credited or charged to operations. 
Depreciation is recorded using the straight-line method based on the estimated useful lives of the assets. 


(d) Welland Canal Rehabilitation Program 


Funding received from the Government of Canada towards this program is accounted for by crediting the amount against the costs of related capital 
projects undertaken during the year, with depreciation to be calculated on the net amount. 


(e) Employee termination benefits 


Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of employment. The 
liability for these benefits is recorded in the accounts as the benefits accrue to employees. 


(f) Pension plan 


All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada, Contributions to the 
Plan are required from both the employee and the Authority. These contributions represent the total liability of the Authority and are recognized in the 
accounts on a current basis. 


(g) Employee life insurance plan 


The Authority provides an annual life insurance plan for its employees on a self-insurance basis, Surpluses, premiums and deficits from the plan are included 
in revenues and/or expenses in the year in which they apply. 


(h) Thousand Islands Bridge 
In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand Islands Bridge, while the real 
property was vested in the name of Her Majesty in Right of Canada. Subsequent capital expenditures made by the Authority to improve the Bridge have 
been recorded as fixed assets. The retained earnings of the Bridge represent its cumulative earnings since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its management and operation by the 
Authority is independent of Seaway operations. 


3. Long-term receivables 


The Authority has entered into long-term contractual agreements for the sale of one parcel of land and for the recovery of costs associated with the construction 
of certain facilities. Long-term receivables outstanding at March 31 are as follows: 


1989 1988 
(in thousands of dollars) 


512% interest, recoverable in blended annual 


installments of $28,000, maturing in 1995 $ 445 SSD 
Non-interest bearing, recoverable in annual 

installments of $33,952, maturing in 1990 34 68 

$ 449 S203 


He 


4. Long-term investments 


In order to provide for major capital improvement projects of the St. Lawrence Seaway and the rehabilitation of the Canadian span at the Thousand Islands 
Bridge and for future employee termination benefits, the Authority has set aside the following long-term investments: 


1989 1988 
Capital improvement: (in thousands of dollars) 


— Canada Bonds 
Cost, maturing on varying dates up to 1995 $ 14,940 $ 14,940 
Parvalue  $15,000 (1988 - $15,000) 
Market value $14,459 (1988 - $15,117) 


— Treasury Bills, maturing May 1989 8,500 — 
Market Value $8,500 
— Investment Certificates, maturing March 1990 5,000 5,000 
Market value $5,000 (1988 - $5,000) 
28,440 19,940 
Termination benefits: 
— Deposit with Consolidated Revenue Fund — 13,000 
— Treasury Bill, maturing May 1989 
Market value $13,000 43,000 — 
$ 41,440 $ 32,940 
5. Subsidiary companies and related parties 
Investments in wholly-owned subsidiary companies consist of the following: 
No. of shares Cost 
Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCB) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8,000 
$ 9,600 


During the year ended March 31, 1989, the Authority provided JCCB with certain administration services for which it charged $745,000 (1988 -$627,000). 
At March 31, 1989, $189,000 was outstanding (1988 - $79,000). 


Each calendar year, SIBC pays a bridge user charge to the Authority (1988 - $182,580; 1987 - $368,000) to amortize the Authority's construction and interest costs 
related to the North Channel Bridge. At March 31, 1989, $5.6 million (1988 - $5.8 million) in construction costs remained unamortized. During the 1987 year, a 
reduction of $5.3 million was caused by the cancellation of interest, as explained in Note 7. 


The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the Authority for this service during the year amounted 
to $545,000 (1988 - $525,000). 


6. Fixed assets 


Depre- 4 989 4 988 
ciation Accumulated 
rate Cost depreciation Net Net 


(in thousands of dollars) 


Seaway 

Land — $ 30,100 Ss — SES 0100 $ 30,324 
Channels and canals 1% 249,108 71,166 177,942 180,433 
Locks 1% 236,814 STON 149,302 151,614 
Bridges and tunnels 2% 101,428 43,881 57,547 50,415 
Buildings 2% 12,045 6,740 5,305 5,476 
Equipment 2-20% 28,064 13,126 > 14,938 15,046 
Remedial works 1% 121,458 24,114 97,344 107,720 
Works under construction — 969 _ 969 2,430 
779,986 246,539 533,447 543,458 

Thousand Islands Bridge 
Improvements 2% 1,575 311 1,264 1,273 
$781,561 $246,850 $534,711 $544,731 


On 


40. 


Welland Canal Rehabilitation Program 


In 1985, the Authority engaged consultants to examine in detail, and report on, the structural condition of the Welland Canal system. The report was submitted 
during 1986 and, as a result, a seven-year $175 million rehabilitation program has been devised to refit the Welland Canal and ensure a continued safe and 
reliable waterway into the 21st century. The program consists of refurbishing of lock walls, stabilizing the canal banks and approach walls, and rehabilitating 
ancillary structures. 


During 1986, the Government of Canada approved funding to finance the Welland Canal Rehabilitation Program for an amount not to exceed $175 million over 
a period of seven years as follows: 


4986-1987 1987-1988 1988-1989 1989-1990 4990-1994 4991-1992 1992-4993 TOTAL 
Cin millions of dollars) 


13.2 24.5 254 26.9 27,5 28.7 29.0 175.0 
To date the federal government funding has amounted to $63.1 million, all of which has been spent on the program and has been deducted from related works 
under construction, As at March 31, 1989, $57.107 million of the approved amount for the first three years was received, The balance of $5,993 million is included in 
accounts receivable. 


Contributed capital 


As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. This amount was recorded as contributed 
capital. The unpaid interest of $210 million on these loans was not converted and was reflected on the balance sheet as deferred interest. 


In December 1987, through Transport Vote 2c, both the contributed capital and deferred interest were forgiven by Government of Canada. 


The Authority accounted for the deletion of deferred interest through a reduction of its 1987-88 deficit by $177.2 million as well as write-down of fixed assets by $32.8 
million representing interest capitalized during construction. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from time to time, the amount 
that shall be paid by the Authority annually out of its foll revenue as a return on capital. No return on capital has been required to be paid for the years ended 
March 31, 1989 and 1988. 

Income taxes 


The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not subject to any provincial income 
taxes. 


The Authority is of the opinion that the forgiveness of deferred interest by the Government of Canada (see Note 7) will not result in any tax liability. Currently, 
discussions are continuing between the Authority and the Department of National Revenue to resolve the matter. 


Currently, undepreciated capital cost for tax purposes is in excess of the net book value of fixed assets by approximately $219 million. The tax effect of this excess 
has not been recorded in the accounts of the Authority. Should the Authority not receive a positive ruling, this excess would be reduced by approximately $210 
million. The Authority has also accumulated research and development costs of approximately $4 million which are available to reduce the taxable income of 
future years. 

Accordingly, no current or deferred tax liability has been set up. 

Commitments 


At March 31, 1989, contractual obligations for capital and other expenditures, including Welland Canal Rehabilitation Program, amounted to $3.1 million (1988 
-$1.7 million). ? 


The Authority is committed to make future minimum operating lease payments, required for office space for a term in excess of one year, as follows: 


(in thousands of dollars) 


1989/90 $269 
1990/91 269 
1991/92 269 
1992/93 269 
1993/94 269 
Subsequent years 694 


Contingencies 


There is a total of $77.1 million in claims instituted against the Authority. These arise from a breakdown of the Valleyfield bridge in November 1984, an October 1985 
Lock 7 wall blow-out, compensation and damages in connection with the expropriation of lands and various other claims. The Authority is contesting all these 
claims and their outcome cannot be determined at this time although management is of the opinion that these actions will not result in any material losses to the 
Authority. The Authority is also the claimant in certain other pending or threatened claims and lawsuits. 


mA = 


FIVE YEAR FINANCIAL SUMMARY 


MONTREAL-LAKE ONTARIO SECTION 


Revenue 
Expenses 


Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


WELLAND SECTION 


Revenue 
Expenses 


Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


TOTAL 


Revenue 
Expenses 


Operating Profit (Loss) 
Investment Income 


Net Profit (Loss) 


THOUSAND ISLANDS BRIDGE 


Revenue 
Expenses 


Profit (Loss) 


1988/89 1987/88 1986/87 1985/86 1984/85 
(in thousands of dollars) 

$ 28,706 $ 27,594 $ 26,672 $ 25,482 $ 30,560 
31,871 31,440 31,583 30,971 33,554 
(3,165) (3,846) (4,911) (5,489) (2,994) 
2,365 2,020 DSS 2,547 3,433 : 
(800) (1,826) (2,758) (2,942) 439 
35,994 32,945 29,627 25,653 32,453 
40,088 39,081 33,702 512417; 39,064 
(4,097) (6,136) (4,075) (25,564) (6,611) 
2,980 2,474 2,471 3,305 3,616 
(14,447) (3,662) (1,604) (22,259) (2,995) 
64,697 60,539 56,299 514186 63,013 
74,959 70,521 65,285 82,188 72,618 
(7,262) (9,982) (8,986) (31,053) (9,605) 
5,345 4,494 4,624 5,852 7,049 

$ (1,917) S$ (5,488) $ (4,362) $ (25,201) 62550) 
$ 4,935 Sey ASy, § 1,160 $ 896 5 900 
340 388 507 450 446 

$ 4,595 $ 1,069 $ 653 $ 446 $ 454 
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THE PRESIDENT S MESSAGE 


June 19, 1990 


The Honourable Doug Lewis, PC., MP. 
Minister of Transport 


Dear Minister: 


In accordance with the provisions of Sec- 
tion 150 of the Financial Administration 
Act, I am pleased to submit the Annual 
Report of The St. Lawrence Seaway 
Authority for the fiscal year ended March 
1990, 


Cargo movements during the 1989 naviga- 


tion season were down significantly from 
1988 due to a sharp drop in Canadian grain 
exports which could not be offset by in- 
creases in the movement of other bulk com- 
modities. As a result, total cargo tonnage 
on the Montreal-Lake Ontario section fell 
by 8.6%, to 37.1 million tonnes, and on the 
Welland Canal, by 8.3%, to 39.9 million 
tonnes. It is hoped that improved grain 
yields and improved sales to the Seaway’s 
traditional users, combined with the con- 
tinued strong performance of iron ore and 
other bulk cargoes, will place the waterway 
well on the road to recovery in 1990. 


In financial terms, the 1989 results con- 
firmed the predictions made in last year’s 
report. The loss in toll revenues from 
reduced grain tonnage was partly compen- 
sated by the improved performance of other 


~ cargoes and a 4.5% increase in user charges. 


The Authority’s revenue for the fiscal year 
ending on March 31,1990, including invest- 
ment income of $6.6 million, amounted to 
$71.1 million, compared to a budgeted fig- 
ure of $71.8 million. Careful management 
succeeded in reducing projected main- 
tenance and operating expenses, estimated 


at $76.5 million, to $75.5 million. Despite 
these efforts, and because of the unseasona- 
bly cold weather in December, the Coast 
Guard strike, the reduced toll revenue, and 
the provision for the Large Corporation Tax, 
the net deficit at year end was $5.1 million. 


As in the past eleven years, the corpora- 
tion was able to defray all operating and 
maintenance costs from self-generated 
revenue, and to remain financially self- 


supporting, 


Excellent operating conditions prevailed 
through most of the 1989 navigation season. 
However, inordinately harsh weather in 
December severely tested both men and 
machinery. All ice-control equipment in- 
stalled at the locks over the years performed 
effectively, and the Authority applauds the 
efforts and dedication of all its crews during 
this difficult period. The Authority also 
recognizes the services of the Seaway 
pilots, and the co-operation of the hydro 
electric companies, who assisted in the safe 
transit of vessels during the closing period. 


As the new President of the Authority, I 
am fortunate that the Seaway system is run- 
ning smoothly, assisted in part by the 
federally-funded Welland Canal Rehabilita- 
tion Program, now entering its fifth year, 
and by the successful labour negotiations 
carried out last fall under the leadership of 
my predecessor, Mr. W.A. O’Neil, which 
culminated in the signing of three two-year 
contracts. 


As we start the 1990’s, we look forward to 
improving our market share through a com- 
bination of productivity improvements, in- 
centive tolls, and participation in 
international and domestic trade promo- 
tions. We expect to remain financially self- 
supporting while maintaining the integrity 


of our facilities. Our challenge will be to 
continue to restore user confidence in the 
reliability of the St. Lawrence Seaway as a 
dependable and economical transportation 
alternative. With the continued dedication 
of our staff, I am confident we will meet this 
challenge. 


=e 


Respectfully yours, 


GR. Stewart 


THE YEAR IN REVIEW 


FINANCES 


Significant gains in the movement of 
several bulk commodities, a 4.5% increase 
in user charges, as well as a 2% increase in 
Canada’s share of tolls collected on the 
Montreal-Lake Ontario section, all 
combined to partially offset the loss in 
revenue caused by low Canadian grain 
exports through the Seaway in 1989. 
Accordingly, the Authority’s revenue for the 
fiscal year just ended, including investment 
income of $6.6 million, amounted to $71.1 
million, compared to a budgeted sum of 
$71.8 million. 


Total expenditures on both sections of the 
waterway rose by 4.9%, from $72 million in 
1988-89 to $75.5 million in 1989-90, 


On the Montreal-Lake Ontario section, 
where an 8.6% drop in cargo tonnage was 


registered, toll income rose by 1.6%, to 
$27.8 million in 1989, while operating 
expenses increased by 6.3%, from $31.9 
million to $33.9 million. 


An 8.3% decline in shipments through the 
Welland Canal resulted in a 4.6% loss in toll 
revenues for that section, from $32.7 
million in 1988-89 to $31.2 million in 
1989-90. Operating expenses rose to $41.6 
million from $40.1 million in fiscal 
1988-89, an increase of 3.7%. 


Capital expenditures during the year 
totalled $29.3 million, including $27.2 
million under the Welland Canal 
Rehabilitation Program. 


The cash flow of the corporation remained 
positive, notwithstanding the loss incurred 


and the capital expenditures, Working 
capital rose to $8.6 million from $8.3 
million the preceding year, and the Capital 
Improvement Fund, a reserve for future 
capital expenditures, now stands at $31.9 
million. 


The Authority has established a 4.5% toll 
increase for the 1990 navigation season. 
This, coupled with a projected 5% increase 
in traffic, will ensure some financial 
stability, notwithstanding the disheartening 
forecast of a $6.5 million deficit. 
Nevertheless, the Authority has and will 
continue to operate and maintain the system 
without the need of federal government 
funding. 


Canadian lakers in the Welland Canal flight locks, summer 1989 


TRAFFIC 


The 1989 Seaway traffic results did little 
to support the optimism that was developing 
after three consecutive yearly cargo 
increases, albeit modest ones. At year end, 
total cargo tonnage on the Montreal-Lake 
Ontario section (M.L.O.) had fallen by 
8.6%, to 37.1 million tonnes, from the 40.6 
million tonnes attained in 1988. On the 
Welland Canal, tonnage dropped to 39.9 
million tonnes, a decline of 8.3% from the 
43.5 million tonnes registered the previous 
year. 


Grain 


A significant drop in Canadian grain 
shipments through the waterway in the first 
half of the navigation season, a carryover 
from the 1988 drought, had in fact been 
expected. However, as the season 
advanced, it became evident that a lack of 
sales to the Soviet Union and other 
European importers would prevent any 
opportunity for recovery in the fall. Asa 
result, total grain shipments on the M.L.O. 
fell to 11.5 million tonnes, a 26% drop from 
1988, and by 24.7% on the Welland Canal, 
to 12.1 million tonnes. 


General Cargo 


Other Bulk 


1989 CARGO DISTRIBUTION 
MONTREAL- LAKE ONTARIO 


While Canadian grain exports shipped 
through the Seaway fell by over 40% on 
each section of the waterway, slight 
increases in U.S. grain movements, 4% on 
the M.L.O. and 5.3% on the Welland Canal, 
brought the two countries on a near even 
par for the first time in Seaway history, at 
5.7 million tonnes each on the M.L.O. and 
6.0 million tonnes on the Welland Canal. 


Iron Ore 


Modest increases in iron ore movements 
through both sections of the Seaway helped 
maintain the upward trend which has 
marked this commodity in recent years. 
Shipments on the M.L.O. reached a total of 
11.2 million tonnes, a rise of 3.5%. On the 
Welland Canal, where total iron ore tonnage 
rose by 2.9%, to 7.3 million tonnes, it is in- 
teresting to note that upbound movements 
alone accounted for 6.2 million tonnes, an 
increase of 7.4% over 1988 results and a fur- 
ther indication of the continued recovery of 
the North American steel industry. 


Coal 


Coal movements through the Welland 
Canal dropped by 10%, to 6.3 million 
tonnes, reflecting a lesser demand by 
Ontario Hydro during 1989. On the 
M.L.O., an increase of 8.8%, to 0.8 million 
tonnes, was recorded, with U.S. export 
shipments remaining relatively stable. 


Iron Ore 


General Cargo 


Other Bulk 


1989 CARGO DISTRIBUTION 
WELLAND CANAL 


At Beauharnois - a December to remember 


Other Bulk 


The aggregate of bulk commodities other 
than grain, iron ore and coal, continued its 
upward trend on both sections of the 
Seaway in 1989, On the Welland Canal, an 
increase of 7.7%, to 10.8 million tonnes, 
reflected stronger performances by gasoline, 
petroleum products, stone and salt. On the 
ML.O., gains in salt, stone, gasoline and 
several lesser traffic components brought 
the total to 9.0 million tonnes, an increase of 
2% over 1988 results. Lumber shipments, 
on which tolls were reduced through 
reclassification to the bulk cargo rate in 
1989, rose by 60%, from 25,514 tonnes the 
preceding year to 41,058 tonnes. 


General Cargo 


General cargo, which is composed mainly 
of manufactured iron and steel, showed 
mixed results in 1989, On the M.L.O., total 
general cargo declined by 3.5%, to 4.4 
million tonnes, while on the Welland Canal, 
an increase of 0.2%, to 3.3 million tonnes, 
was registered. On both sections, 
downbound exports of iron and steel 
products quadrupled, to 1.5 million tonnes 
on the M.L.O. and to 1.0 million tonnes on 
the Welland. These downbound 
movements, of which nearly half originated 
in Canada, were unfortunately offset by 
comparable declines in upbound shipments 
through both sections of the waterway. 


Outlook 


While as of this writing the export grain 
situation is uncertain, there remains a 
possibility that stronger sales in 1990 will 
permit the Seaway to improve its market 
share of grain exports. This, and the 
continued strong movement of other bulk 
cargoes, should allow for an overall increase 
that would put the waterway firmly back on 
the path to economic recovery. 


CARGO TRAFFIC 


millions of tonnes 


1959 1969 


1959 - 1989 


1979 


OPERATIONS 


Normal operating conditions prevailed 
during most of 1989, but this changed 
drastically late in the season when the 
coldest December on record was 
encountered, Early ice formation and high 
winds, coupled with a lack of icebreaking 
services due to a strike by crew members of 
the Canadian Coast Guard, severely taxed 
all available resources. Fortunately, all 
ships were able to safely reach winter berths 
or exit the system before both sections of 
the Seaway system closed for the season. 


The usual closing procedures were 
followed and no operational surcharges 
were levied since all ships met the 
December 19 clearance date on the 
Montreal-Lake Ontario section. 


Both sections of the Seaway closed on 
December 23. The Montreal-Lake Ontario 
section, which opened on March 30th, had a 
269-day navigation season, during which 
the average daily demand was 
approximately 10 vessels. The average 
one-way transit time was 20.2 hours. 


The Welland Canal began operations on 
March 31; it had a 268-day season-and an 
average daily demand of about 14 vessels. 
One-way transit time averaged 12.6 hours. 


Based on the average for the previous 
three years, vessel demand in 1989 was 
somewhat lower, while transit time 
compared closely on both sections of the 
Seaway. 


Water levels along the system remained 
adequate and stable throughout the 
navigation season and there were no delays 
due to low level conditions. However, 
navigation had to be suspended for three 
days at the St. Lambert lock where, on 


December 3rd, an upbound vessel 
contacted the upper lock gates. The 
Authority’s heavy lift floating crane had to 
be brought in to remove the most heavily 
damaged gate which required replacement. 
Navigation resumed on the morning of 
December 6th. 


Normal maintenance activities were 
carried out throughout the year at canal 
facilities and in the navigation channels, 
including regular inspection of the facilities 
to identify, record and assess the condition 
of structures and installations. Priorities for 
necessary work were established based on 
the results of these inspections and 
maintenance schedules were drawn and 
implemented. 


The major maintenance undertaken 
during the year included: 


MONTREAL-LAKE ONTARIO SECTION 


Canal bank repairs 

Concrete rehabilitation 

Closed circuit TV installations for 
Traffic Control Centre 

Bridge painting 

Bridge deck repairs - Mercier 
Bridge 


WELLAND CANAL 


Replacement of lift bridge cables 

Painting of bridges 

Upgrading of electrical system 

Replacement of timber fend « ing 
on lock walls 


The Authority, in its ongoing efforts to 
improve efficiency, conducted reviews of its 
operating procedures, safety requirements 
and administrative and maintenance 
programs. Wherever required, appropriate 
measures were taken. Concurrently, 
training requirements were reassessed and 
training activities for supervisory, operations 
and maintenance personnel were 
maintained. 


End of 1989 season - the ice fighters 


OTHER MATTERS 


The Welland Canal Rehabilition Program, 
designed to ensure the maintenance of safe 
and efficient service well into the next 
century, has passed the halfway point with 
all major work contracts proceeding on 
schedule and within budget. The structural 
steel reinforcing of lock walls, a massive 
undertaking, has now been completed at all 
eight locks of the canal. Regular canal users 
will have noticed the smooth appearance of 
the newly restored concrete along the inner 
walls of several locks while the stabilization 
of canal banks and approach walls, an 
extensive portion of the project, will be 
pursued throughout the duration of the 
program. 


The value of contracts in 1989-90, the 
fourth year of the seven-year, 
federally-funded program, amounted to 
$27.2 million. 


For the very first time in the history of 
labour negotiations between the St. 


Lawrence Seaway Authority and the 
Canadian Brotherhood of Railway, 
Transport and General Workers, an 
agreement was reached before the 
December 31, 1989 expiry date of the 
labour contracts. The intensity of these 
negotiations, which began in the early fall of 
1989, denoted the willingness and 
co-operation of both parties to arrive at a 
mutually acceptable agreement as early as 
possible. The three contracts, covering the 
years 1990 and 1991, affect employees in 
the supervisory group, the operation and 
maintenance workers and the employees at 
Cornwall Headquarters 


The assurance of labour stability at 
Seaway installations is particularly 
gratifying to the Authority as it prepares to 
intensify its business development and 
promotional programs and activities. In the 
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past year, the Business Development Unit, 
recently established by the Authority to 
coordinate marketing initiatives with other 
Seaway/Great Lakes interests, met with 
officials of the grain, potash and sulphur 
industries to determine how the system 
might best serve their transportation needs. 
Representatives of this unit participated 
actively with the U.S. Saint Lawrence 
Seaway Development Corporation at trade 
fairs held in New Orleans and Chicago, and, 
with the Thunder Bay Harbour 
Commission, at agricultural events in 
Winnipeg and Brandon, Manitoba. During 
the year, the Business Development Unit 
and senior officers of several Seaway/Great 
Lakes maritime transportation industries 
met to discuss the objectives of joint 
marketing with a view to developing the 
most effective use of the available 
resources. 


AUDITOR’ S REPORT 


AUDITOR GENERAL OF CANADA 


To the Minister of Transport 


I have examined the balance sheet of The 
St. Lawrence Seaway Authority as at March 
31, 1990 and the statements of operations, 
deficit and changes in financial position for 
the year then ended. My examination was 
made in accordance with generally accepted 
auditing standards, and accordingly 
included such tests and other procedures as I 
considered necessary in the circumstances. 


In my opinion, these financial statements 
present fairly the financial position of the 
Authority as at March 31, 1990 and the 
results of its operations and the changes in 
its financial position for the yaer then ended 
in accordance with generally accepted 
accounting principles applied on a basis 
consistent with that of the preceding year. 


Further, in my opinion, the transactions of 
the Authority that have come to my notice 


during my examination of the financial 
statements have, in all signifigant respects, 
been in accordance with part X of the 
Financial Administration Act and 
regulations, The St. Lawrence Seaway 
Authority Act and the by-laws of the 


Authority. 


DLarry Meyers, EC.A. 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 11, 1990 


BALANCE SHEET 


as at March 31, 1990 (in thousands of dollars) 


ASSETS 


Current 


Cash and term deposits 
Accounts receivable 
Accrued interest receivable 
Supplies inventory 


Long-term 


Investments (Note 3) 
Receivables (Note 4) 
Investment in subsidiaries (Note 5) 


Fixed (Note 6) 


LIABILITIES 
Current 
Accounts payable and accrued 
liabilities 
Large corporation tax payable 
(Note 8) 


Long-term 


Accrued employee termination 
benefits (Note 3) 


Contingencies (Note 10) 


EQUITY OF CANADA 


Contributed capital (Note 7) 
Deficit 


Approved: 


G.R. STEWART 
President 


1990 


$ 16,759 
7,500 
SiS 


2,996 


28,630 


526,692 
$ 600,287 


$ 13,065 


756 


13,821 


12,788 
26,609 


624,950 

($1,272) 

573,678 
$ 600,287 


R.J. FORGUES 


Comptroller and Treasurer 


1989 


$15,557 
8,692 
1,143 


2,841 


28,233 


41,440 
149 
10 


534,711 


$ 604,543 


12,244 
28,075 


624,950 


(48,482) 
576,468 
$ 604,543 


STATEMENT OF OPERATIONS 


for the year ended March 31, 1990 (in thousands of dollars) 


1990 1989 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
Tolls $ 27,740 $ 31,218 $ 58,958 $ — $ 58,958 $ 60,007 
Leases and licenses 813 2,150 3,563 676 4,239 3,695 
Other 998 963 1,961 1355 3,316 2,613 
29,551 34,931 64,482 2,031 66,513 66,315 
Expenses 
Operating 6,787 11,170 17,957 == 17,957 16,762 
Maintenance 12,422 12,132 24,554 151 24,705 23,413 
Administration 4,725 6,137 10,862 44 10,906 10,255 
Headquarters 4,277 5,256 9558 67 9,600 9395 
Depreciation 4,787 5,741 10,528 32 10,560 10,496 
Employee termination benefits 768 1,050 1,818 — 1,818 1,497 
Other expenses 115 115 230 — 230 48] 
33,881 41,601 75,482 294 75,776 72,299 
Income (loss) from operations (4,330) (6,670) (11,000) el (9,263) (5,984) 
Investment income 2,970 3,651 6,621 608 7,229 5,662 
Net income (loss) before large 
corporation tax (1,360) (3,019) (4,379) 2,345 (2,034) (322) 
Large corporation tax (Note 8) 335 411 746 10 756 —— 
Net income (loss) for the year $ (1,695) $ (3,430) S (5125) $1 22385 $ (2,790) SN (622) 
for the year ended March 31, 1990 (in thousands of dollars) 
1990 on 11989, 
Thousand 
Islands 
Seaway Bridge Total Total 
Retained earnings (deficit), beginning of the year $ (53,840) $ 5,358 $ (48,482) $ (48,160) 
Net income (loss) for the year (5,125) 2,335 (2,790) (322) 
Retained earnings (deficit), end of the year $ (58,965) $ 7,693 $ (51,272) $ (48,482) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended March 31, 1990 (in thousands of dollars) 


CASH PROVIDED BY (USED IN): 
OPERATING ACTIVITIES 


Income (loss) for the year 
Items not involving cash 
(Profit) loss on disposal of fixed assets 
Depreciation 
Provision for termination benefits 
Net change in working capital components 
other than cash and term deposits 
Payment of termination benefits 


Cash provided by operating activities 


FINANCING ACTIVITIES 


Funding from Federal Government for 
Welland Canal Rehabilitation Program 


Cash provided by financing activities 


INVESTING ACTIVITIES 
Reduction in long-term receivables 


Increase in investments 
Increase in fixed assets 


Cash used in investing activities 
Increase in cash 
Cash and term deposits at beginning of year 


Cash and term deposits at end of year 


Working capital position at end of year 
Current assets 
Current liabilities 
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1990 1989 
Thousand 
Islands 

Seaway Bridge Total Total 
$ (5,125) Nae is) $ (2,790) Senn) 
34 = 34 153 
10,528 32 10,560 10,496 
1,818 = 1,818 1,497 
1,348 (2,164) (816) 934 
(1,664) = (1,664) (1,543) 
6,939 203 7,142 EOS 
26,900 = 26,900 25,400 
26,900 — 26,900 25,400 
56 = 56 54 
(3,422) = (3,422) (8,500) 
(29,271) (203) (29,474) (26,029) 
(32,637) (203) (32,840) (34,475) 
1,202 ss 1,202 2,140 
15,557 = 15,557 13,417 
$ 16,759 $ — $ 16,759 $ 15,557 
$ 28,630 $ — $ 28,630 $ 28,233 
20,079 (6,258) 13,821 15,831 
$ 8,551 $ 6,258 $ 14,809 $ 12,402 


NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1990 


i 


Authority and objectives 


The St. Lawrence Seaway Authority was established in 1954 under the St. Lawrence Seaway Authority Act and is classified as a parent Crown corporation under 
Schedule III Part I of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with such works and other property, 
including bridges incidental to the deep waterway, as deemed necessary by the Governor in Council. 


Under the St. Lawrence Seaway Authority Act, the Authority must file the tariff of tolls with the National Transportation Agency. This tariff of tolls then becomes 
operative from the date of filing. 


Accounting policies 


The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. A summary of significant accounting policies 
follows: 


(a) Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway and is recorded at cost. 
(b) Investments in subsidiaries 


Investments in wholly-owned subsidiary companies are recorded at cost. The financial statements of the subsidiary companies have not been consolidated in these 
financial statements because changes in the equity of the subsidiaries do not accrue to the Authority. Separate audited financial statements for each of the 
subsidiary companies are available to the public. 


(c) Fixed assets 


Fixed assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep waterway system or extend the estimated useful 
lives of existing assets are capitalized. Repairs and maintenance are charged to operations as incurred and major betterments incurred to assure the reliability of the 
system are capitalized. The cost of assets sold, retired, or abandoned, and the related accumulated depreciation are removed from the accounts on disposal. Gains 
or losses on disposals are credited or charged to operations. 


Depreciation is recorded using the straight-line method based on the estimated useful lives of the assets. 
(d) Welland Canal Rehabilitation Program 


Funding received from the Government of Canada for this program is accounted for by crediting the amount against the costs of related capital projects undertaken 
during the year, with depreciation to be calculated on the net amount. 


(e) Employee termination benefits 


Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and conditions of employment. The liability 
for these benefits is recorded in the accounts as the benefits accrue to employees. 


(f) Pension plan 


All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of Canada. Contributions to the Plan are 
required from both the employee and the Authority. These contributions represent the total liability of the Authority and are recognized in the accounts on a 
current basis. ; 


(g) Employee life insurance plan 


The Authority provides a life insurance plan for its employees. Surpluses and deficits from the plan are included in revenues and/or expenses in the year in which 
they are incurred. 


(h) Insurance 
The Authority assumes substantially all risks in relation to compensation and damages to its locks. For all other assets the Authority carries conventional insurance. 
(i) Thousand Islands Bridge 


In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand Islands Bridge, while the real property 
was vested in the name of Her Majesty in Right of Canada. Subsequent capital expenditures made by the Authority to improve the Bridge have been recorded as 
fixed assets. The retained earnings of the Bridge represent its cumulative earnings since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its management and operation by the Authority is 
independent of Seaway operations. 
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3. Long-term investments 


In order to provide for major capital improvement projects of the St. Lawrence Seaway and the rehabilitation of the Canadian span at the Thousand Islands Bridge and 
for future employee termination benefits, the Authority has set aside the following long-term investments: 


1990 1989 
Capital improvements: (in thousands of dollars) 
— Government of Canada Bonds, maturing on varying dates up to 1995 $ 9,053 $ 14,940 
Par value $9,000 (1989 - $15,000) 
Market value $8,292 (1989 - $14,459) 
— Treasury Bills, maturing on varying dates up to March 1991 12,809 8,500 
— Investment Certificates, maturing March 1994 and March 1995 10,000 5,000 
$ 31,862 $ 28,440 
Termination benefits: 
— Deposit with Consolidated Revenue Fund, maturing March 1994 13,000 — 
— Treasury Bill = pedo 0008 
$ 44,862 $ 41,440 


4. Long-term receivables 


The Authority has entered into long-term contractual agreements for the sale of one parcel of land and for the recovery of costs associated with the construction of 
certain facilities. Long-term receivables outstanding at March 31 are as follows: 


1990 1989 
(in thousands of dollars) 


5 1/2% interest, recoverable in blended annual installments 


of $28,000, maturing in 1995 $: 93 Salis 
Non-interest bearing, recoverable in annual installments 

of $33,952, maturing in 1990 == 34 

$ 93 $ 149 


5. Subsidiaries and related parties 


Investments in wholly-owned subsidiaries consist of the following: 


No. of shares Cost 
Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCB) l 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8.000 


$ 9,600 


During the year ended March 31, 1990, the Authority provided JCCB with certain administration services for which it charged $653,000 (1989 - $745,000). At March 31, 
1990, $76,000 was outstanding (1989 - $189,000). 


Each calendar year, SIBC pays a bridge user charge to the Authority (1989 - $406,018; 1988 - $182,580) towards amortization of the Authority's construction and 
interest costs related to the North Channel Bridge. At March 31, 1990, $5.2 million (1989 - $5.6 million) in construction costs remained unamortized. During the 1987 
year, a reduction of $5.3 million was caused by the cancellation of interest, as explained in Note 7. 


The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the Authority for this service during the year amounted to 
$565,000 (1989 - $545,000). 
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6. Fixed assets 


Depre- 1990 1989 
ciation Accumulated 
rate Cost depreciation Net Net 
(in thousands of dollars) 
Seaway 
Land = $ 30,027 $ — $ 30,027 $ 30,100 
Channels and canals 1% 249,108 73,657 175,451 177,942 
Locks 1% 237,295 89,898 147,397 149,302 
Bridges and tunnels 2% 101,521 46,055 55,466 57,547 
Buildings 2% 12,056 6,927 5,129 5,305 
Equipment 2-20% 28,798 14,945 13,853 14,938 
Remedial works 1% 121,458 25,331 96,127 97,344 
Works under construction — 1,807 — 1,807 969 
782,070 256,813 S252 51 533,447 
Thousand Islands Bridge 
Improvements 2% 1,552 343 1,209 1,241 
Works under construction 226 — 226 23 
3 783,848 3$257,156_ 3 526,692 $ 534,711 


Welland Canal Rehabilitation Program 


In 1985, the Authority engaged consultants to examine in detail, and report on, the structural condition of the Welland Canal system. The report was submitted 
during 1986 and, as a result, a seven-year $175 million rehabilitation program has been established to refit the Welland Canal and ensure a continued safe and 
reliable waterway into the 21st century. The program consists of refurbishing of lock walls, stabilizing the canal banks and approach walls, and rehabilitating 
ancillary structures. 


During 1986, the Government of Canada approved funding for the financing of the Welland Canal Rehabilitation Program for an amount not to exceed $175 million 
over a period of seven years. To date the federal government funding has amounted to $90 million, all of which has been spent on the program and has been 
deducted from related works under construction. As at March 31, 1990, $85.8 million of the approved amount for the first four years was received and $4.2 million 
is included in accounts receivable. 


The Government of Canada funding for the remainder of the program is: 


(in millions of dollars) 


1990-91 STI) 
1991-92 28.7 
1992-93 29.0 
Total $ 85.0 


7. Contributed capital 


As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. This amount was recorded as contributed capital. 
The unpaid interest of $210 million on these loans was not converted and was reflected on the balance sheet as deferred interest. 


In December 1987, this deferred interest was forgiven by the Government of Canada and written off by the Authority. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, from time to time, the amount that 
shall be paid by the Authority annually out of its toll revenue as a return on capital. No return on capital has been required to be paid for the years ended March 31, 1990 
and 1989. 

8. Income taxes 
The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not subject to any provincial income taxes. 


Currently, undepreciated capital cost for tax purposes is in excess of the net book value of fixed assets by approximately $216 million. The tax effect of this excess has 
not been recorded in the accounts of the Authority. The Authority also has accumulated research and development costs of approximately $4 million which are available 


to reduce the taxable income of future years. 


The Authority is of the opinion that the forgiveness of the $210 million in deferred interest by the Government of Canada (see Note 7) will not result in any tax liability. 
Discussions are continuing between the Authority and the Department of National Revenue to resolve the matter. 


The Federal Budget of April 1989 included the introduction of a Large Corporation Tax. The tax is to be levied on taxable capital employed in Canada and is to be applied 
after June 1989. While the legislation to effect this tax is not yet in place, the Authority has made provision for the estimated amount payable. 


9. Commitments 
At March 31, 1990, contractual obligations for capital and other expenditures, including Welland Canal Rehabilitation Program, amounted to $4.7 million (1989 - $3.1 
million). 
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The Authority is committed to make future minimum operating lease payments, required for office space for a term in excess of one year, as follows: 


(in thousands of dollars) 


1990/91 $ 269 
1991 / 92 269 
1992 / 93 269 
1993 / 94 269 
1994 / 95 269 
Subsequent years 425 


10. Contingencies 


There is a total of $86.6 million in claims instituted against the Authority. These arise from a breakdown of the Valleyfield bridge in November 1984, an October 1985 
Lock 7 wall blow-out, compensation and damages in connection with the expropriation of lands and various other claims. The Authority is contesting all these claims and 
their outcome cannot be determined at this time although management is of the opinion that these actions will not result in any material losses to the Authority. The 
Authority is also the claimant in certain other pending or threatened claims and lawsuits. 


FIVE YEAR FINANCIAL SUMMARY 


1989 / 90 1988 / 89 1987 / 88 1986 / 87 1985 / 86 


(in thousands of dollars) 


MONTREAL-LAKE ONTARIO SECTION 


Revenue $ 29,551 $ 28,706 $ 27,594 $ 26,672 $ 25,482 
Expenses 33,881 31,937 31,440 31,583 30,971 
Operating Profit (Loss) (4,330) (3,231) (3,846) (4,911) (5,489) 
Investment Income 2,970 2,367 2,020 PASS) 2,547 
Net Profit (Loss) before Large Corporation Tax (1,360) (864) (1,826) (2,758) (2,942) 
Large Corporation Tax 335 sad — = = 
Net Profit (Loss) (1,695) (864) (1,826) (2,758) (2,942) 
WELLAND SECTION 
Revenue 34,931 35,991 32,945 29,627 25653 
Expenses 41,601 40,028 39,081 33,702 R217 
Operating Profit (Loss) (6,670) (4,037) (6,136) (4,075) (25,564) 
Investment Income 3,651 2,978 2,474 DT 3,305 
Net Profit (Loss) before Large Corporation Tax (3,019) (1,059) (3,662) (1,604) (22,259) 
Large Corporation Tax 411 — — — — 
Net Profit (Loss) (3,430) (1,059) (3,662) (1,604) (22,259) 
TOTAL 

Revenue 64,482 64,697 60,539 56,299 S35 
Expenses 75,482 71,965 70,521 65,285 82,188 
Operating Profit (Loss) (11,000) (7,268) (9,982) (8,986) (31,053) 
Investment Income 6,621 5,345 4,494 4,624 5,852 
Net Profit (Loss) before Large Corporation Tax (4,379) (1,923) (5,488) (4,362) (25,201) 
Large Corporation Tax 746 — — = Æ 
Net Profit (Loss) 161125) $ (1,923) $ (5,488) $ (4,362): $ (25,201) 


THOUSAND ISLANDS BRIDGE 


Revenue $ 2,639 $ 1,935 SAS $ 1,160 $ 896 
Expenses 294 340 388 507 450 
Profit (Loss) before Large Corporation Tax 2,345 1,595 1,069 653 446 
Large Corporation Tax 10 — | — — — 
Net Profit (Loss) 2335 $ 1,595 $ 1,069 Sie 1653 $ 446 
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THE PRESIDENT’S MESSAGE 


June 21, 1991 


The Honourable Jean Corbeil, P.C., M.P. 
Minister of Transport 


Dear Minister: 


In accordance with the provisions of Section 
150 of the Financial Administration Act, | am 
pleased to submit the Annual Report of The St. 
Lawrence Seaway Authority for the fiscal year 
ended March 31, 1991. 


Reduced grain sales in both Canada and 
the United States, as well as the impact of the 
current North American recession on the activities 
of several regular Seaway users, resulted in lower 
traffic figures in 1990. Total cargo tonnage on 
the Montreal-Lake Ontario section dropped by 
1.1%, to 36.7 million tonnes, and, on the Welland 
Canal, by 1.3%, to 39.4 million tonnes, compared 
to the 1989 totals of 37.1 and 39.9 million tonnes 
on both sections respectively. Except for grain, 
which showed early signs of modest growth in 
1991, most other Seaway commodities are not 
expected to register significant improvements in 
1991. The present state of the Canadian steel 
industry does not augur well for strong iron ore 
movements. However, it is hoped that some early 
indications of economic recovery in the U.S. will 
translate into noticeable gains in Seaway traffic in 
the second half of the navigation season. 


Last season’s disappointing traffic figures 
resulted in an income shortfall. Total revenue for 
the fiscal year, including toll receipts and 
investment income, was $72.2 million compared 
to a budgeted figure of $76.2 million. 


Total expenditures on both sections of the 
waterway rose by 7%, from $75.5 million in 1989- 
90 to $80.8 million in 1990-91. 


The Authority’s operating deficit was $8.6 
million, and the allowance for the Large 
Corporation Tax added another $1.2 million, for a 
total deficit of $9.8 million. While the corporation 
was again able to generate a positive cash flow 
from its operations in fiscal 1990-91, the 
obligation placed on the Authority to be financially 
self-sufficient is becoming increasingly difficult 
during a prolonged slump that sees revenue- 
producing cash reserves dwindling to very low 
levels. 


The Seaway enjoyed labour stability and 
trouble-free navigation throughout 1990. This 
enabled the Authority to pursue activities aimed 
at strengthening the waterway’s competitive 
position, and increasing and diversifying its cargo 
mix. 


A Seaway Summit meeting, jointly 
organized by the Authority and the Saint 
Lawrence Seaway Development Corporation, was 
held in Toronto in November 1990. The serious 
and thought-provoking presentations given by the 
participants at this meeting provided a valuable 
insight into the concerns, as well as the 
dedication and aspirations, of each sector 
represented. Consensus was achieved on the 
need for a concerted effort to enhance efficiency 


along the entire system, and to provide cost 
competitive services throughout. A working group 
was appointed to review the various issues raised 
and to study the means of implementing the 
workable improvements proposed by the 
participants. 


The two Seaway agencies view their 
Incentive Tolls Program as a forerunner to cost 
reduction measures in other sectors of the 
Seaway/Great Lakes system. The success of the 
pilot program initiated during the 1990 summer 
months led to the enhanced rebates that are now 
being offered under an extensive 3-year program. 
The interest so far manifested by a number of 
shippers, in North America and abroad, leaves 
little doubt that initiatives aimed at lowering costs, 
as well as those that might reduce cargo handling 
and overall transit times, could go a long way 
towards placing the Seaway at the competitive 
level enjoyed by some of the European riverways. 


The Trade Mission that travelled to 
Antwerp, Stockholm, Liverpool and Bilbao, in 
March of this year, stressed the reliability, 
integrity, safety and economy of the Great 
Lakes/St. Lawrence Seaway system. As a result, 
some significant inroads were made that are 
expected to impact favourably on ocean trade in 
the system in the near future. 


Despite recent declines in tonnage, the 
Seaway still offers the inherent and widely 
recognized advantages of water transportation. It 
continues to be the clear leader in terms of 
energy efficiency and low environmental impact, 
and continues to provide an economical 
transportation alternative to shippers and carriers. 


Respectfully yours, 


G.R. Stewart 


THE YEAR IN REVIEW 


FINANCES 


Notwithstanding an average 4.5% increase in 
the Tariff of Tolls for the 1990 navigation 
season, a poor traffic performance limited the 
net gain in toll receipts to a modest $217 
thousand. As a result, the Authority's revenue 
for the fiscal year just ended, including 
investment income of $6.6 million, amounted to 
$72.2 million, compared to a budgeted sum of 
$76.2 million. 


Total expenditures on both sections of the 
waterway rose by 7%, from $75.5 million in 
1989-90 to $80.8 million in 1990-91. 


On the Montreal-Lake Ontario (M.L.O.) 
section, where a 1.1% drop in cargo tonnage 
was registered in 1990, toll income declined by 
0.5%, to $27.6 million, while operating expenses 
increased by 10.9%, from $33.9 million to $37.6 
million. 


Although cargo tonnage on the Welland 
Canal dropped by 1.3%, this section 
nevertheless enjoyed a slight increase in toll 
revenues, from $31.2 million in 1989-90 to $31.6 
million in 1990-91. Operating expenses rose to 
$43.2 million from $41.6 million in the preceding 
year, an increase of 3.9%. 


Capital expenditures during the year reached 
$36.8 million, including $28.5 million under the 
Welland Canal Rehabilitation Program. 


The operating activities of the Corporation 
provided a positive cash flow during the year 
despite the net loss incurred. The working 
capital level remained fairly constant with that of 
the previous year. Net capital expenditures 
amounting to $9.5 million were financed by 
redeeming some $8 million from the capital 
reserve during the year. The Capital 
Improvement Fund, a reserve for future capital 
expenditures, now stands at $23.9 million. 


Encouraged by the success of the pilot New 
Business Incentive Tolls Program implemented 
during the 1990 summer months, the Authority 
will be offering a greatly enhanced scale of toll 
rebates during the next three years, starting with 
the 1991 navigation season. This aggressive 
program, which will result in substantial savings 
on new business in a variety of cargo categories, 
is part of the revised Tariff of Tolls which also 
provides for an average 5.75% increase in tolls 
during each of the years 1991, 1992 and 1993. 


While toll revenues are expected to increase 
somewhat in 1991-92, the negative impact of the 
current recession on Seaway traffic will continue 
to be felt, bringing an operating deficit that could 
be in excess of $7 million. In addition, major 
capital expenditures in 1991-92 will put a severe 
strain on the Authority s Capital Improvement 
Fund reserve; $16 million of that Fund will be 
needed to finance these planned expenditures. 


TRAFFIC 


Strikes at leading Canadian steel plants, high 
interest rates, the Iraqi embargo and the North 
American recession, all contributed to lower 
traffic on the Seaway in 1990. Grain and iron ore 
shipments showed some improvements over the 
1989 results, but most other bulk commodities, as 
well as general cargo, registered declines of 
varying importance. As a result, total cargo 
tonnage on the M.L.O. dropped by 1.1%, to 36.7 
million tonnes, and, on the Welland Canal, by 
1.3%, to 39.4 million tonnes, compared to the 
1989 totals of 37.1 and 39.9 million tonnes on 
both sections respectively. 


Grain 

While Canadian grain shipments rose by 
44.6%, to 8.2 million tonnes, on the M.L.O. and 
by 39.3%, to 8.4 million tonnes on the Welland 
Canal, U.S. grain exports through the Seaway 
declined by 30% on both sections, to 4.0 and 4.2 
million tonnes respectively. After the dismal 
performance of 1989, Canadian shipments 
resumed a relatively normal pace during the first 
half of the navigation season, sagged in early fall, 
and rose markedly in November and December 
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following the announcement of a major sale to the 
U.S.S.R. The drop in U.S. grain movements has 
been attributed to increased rail shipments to east 
coast outlets during the winter, and a slight drop 
in American exports. At year end, total grain 
tonnage on the M.L.O. had risen by 6.8%, to 12.2 
million tonnes, and, on the Welland Canal, by 
4.6%, to 12.7 million tonnes. 


Iron Ore 

Total iron ore shipments through the M.L.O. 
increased by 3% over 1989 results to 11.5 million 
tonnes, and by 2.6%, to 7.5 million tonnes on the 
Welland Canal. Labour strikes at two Canadian 
steel plants caused a shortfall of some 0.4 million 
tonnes in deliveries to these facilities. However, 
shipments destined to U.S. Great Lakes steel 
mills rose to well over 6.1 million tonnes, the 
highest figures for U.S. ore imports through the 
Seaway in recent years. 


Coal 

On the Welland Canal, where coal is a leading 
commodity, 1990 tonnage remained relatively 
stable at 6.3 million tonnes, reflecting a steady 
demand from Ontario Hydro. U.S. coal shipments 
to foreign destinations through the M.L.O. 
dropped sharply in 1990 and year-end results 
showed a total of 0.5 million tonnes, a decline of 
37%. 


Other Bulk Commodities 

With the exception of fuel oil and stone 
shipments on both Seaway sections, nearly all 
bulk commodities, other than grain, iron ore and 
coal, showed some decline in 1990. On the 
M.L.O., where fuel oil shipments rose by 56.4% to 
0.9 million tonnes, and stone by 59.6% to 0.7 
million tonnes, the aggregate of all “other bulk” 
commodities dropped to 8.5 million tonnes, 5.6% 
below 1989 results. On the Welland Canal, these 
commodities fell by 6.8%, to 10 million tonnes, 
with the only significant gains being registered by 


fuel oil, 47.3% to 0.9 million tonnes, and stone, 
50% to 1.8 million tonnes. It is interesting to note 
that lumber shipments, reclassified from the 
general to the bulk cargo toll rate in 1988, 
maintained their upward trend in 1990, with a 
total of 64,183 tonnes from 41,058 tonnes in 
1989. 


General Cargo 

Nowhere has the economic downturn had a 
more negative impact, in financial terms, than on 
the movement of high-value general cargo. Total 
shipments of manufactured iron and steel, which 
make up over 95% of all general cargo shipped 
through the waterway, declined by over 14%, from 
4.2 million tonnes in 1989, to 3.6 million tonnes 
on the M.L.O. and by 10.5%, from 3.1 to 2.8 
million tonnes on the Welland Canal. While 
general cargo imports maintained their 1989 
tonnage levels, exports from both the U.S. and 
Canada declined sharply, the U.S. from 0.8 
million tonnes in 1989 to 0.3, and Canada, from 
0.8 to 0.6 million tonnes last year. 


Outlook 

Early season grain sales suggest a modest 
increase in grain shipments on the Seaway in 
1991. Most other commodities are not expected 
to do well. The depressed state of the Canadian 
steel industry does not augur well for iron ore 
movements. However, it is hoped that indications 
of recovery now emerging in the United States 
will have some noticeable effect on Seaway traffic 
in the second half of the navigation season. 


General 
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OPERATIONS AND MAINTENANCE 


Navigation on the two sections of the Seaway 
enjoyed a trouble-free season in 1990. Water 
levels throughout the waterway remained stable 
and there were no major accidents or delays. A 
recessionary drop in ocean vessel transits was 
offset by increased grain shipments by lakers; 
thus, with a total of 2,768 transits on the 
Montreal-Lake Ontario section, and 3,581 on the 
Welland Canal, transit figures were nearly 
identical to those of 1989. 


Both sections of the waterway opened for 
navigation on March 28, 1990. 


The navigation season on the Montreal-Lake 
Ontario section lasted 274 days, with an average 
daily vessel demand of approximately 10 vessels. 
One-way transits of that section averaged 20.3 
hours during the year. 


The Welland Canal had a 272-day season and 
accommodated an average of 14 vessels daily. 
One-way transits of the canal took an average of 
12.4 hours during the season. 


Mild weather and relatively light traffic 
allowed for an orderly closing of navigation. On 
the Montreal-Lake Ontario section, operational 
surcharges applicable to vessels transiting after 
the official closing date were waived for 
December 20, 21, 22 and 23. Two tardy ships 
navigated that section after December 23rd under 


special agreements. The last downbound vessel 
cleared St. Lambert Lock on December 26. 


The Authority, in its ongoing efforts to 
improve efficiency, engaged consultants to review 
its organization and information technology 
requirements. As well, reviews of operating 
practices and procedures have been conducted in 
light of current vessel traffic. A number of 
changes, soon to be initiated, should result in an 
improved utilization of resources. 


Based on priorities established through regular 
inspections, improvements and maintenance 
activities carried out in 1990 included the 
following projects: 


Montreal-Lake Ontario Section 

+ As part of an ongoing program to improve 
visibility in confined areas, the lights 
along the !ower approach wall of St. 
Lambert Lock were replaced by sodium 
lighting fixtures. 

+ The closed circuit television system was 
expanded to include Céte Ste. Catherine 
Lock. 


+ Major maintenance to the Mercier Bridge 


+ Timber fendering replacement on lock 
approach walls 


Welland Canal 
«+ Repairs to the west abutment of Bridge 21 
* Stabilization of the West Street Wharf 
+ Lock gate internal painting 
+ Replacement of sidewalks on Bridge 5 


+ Improvements to pumping facilities at the 
Townline Tunnel 


+ Implementation of system to control zebra 
mussels within the electrical power 
generation plant 


INCENTIVE TOLLS PROGRAM 


A successful New Business Incentive Toll 
Pilot Program implemented during the summer 
months of 1990, which resulted in rebates 
totalling $306,000 on 745,000 tonnes of new 
cargo, led to the much enhanced scale of rebates 
that will be available over the 1991, 1992, and 
1993 navigation seasons. The new Program 
offers the following: 


Toll rebates for new business apply to upbound 
and downbound cargoes that have not moved 
through a Seaway lock during the previous three 
navigation seasons - and to cargoes that have 
accounted for less than 5% of the average traffic 
to a particular destination during the same period. 
Rebates are calculated at a rate of 25 percent 
from the beginning of the season through June, 
50 percent from July through September, and 25 
percent from October through the end of the 
shipping season. 


Volume rebates apply to quantities of a particular 
commodity in excess of the yearly average 
Seaway volume carried during the previous five 
navigation seasons. The 20% volume discount 
applies only to the “surplus” cargo and is applied 
on a pro rata basis to all carriers of the particular 
commodity within one navigation season. For the 
purpose of establishing five-year volume 
averages, all year-end Seaway tonnage will be 
grouped in the following categories: grain; other 
agricultural products; iron ore; coal; coke; other 
mine products; petroleum products; chemicals; 
stone; salt; other bulk cargo; iron and steel; other 
general cargo; and containers. 


A discount for alternative lake vessel use applies 
to general or containerized cargoes moved in 
Canada and U.S. bulk lakers normally used in 
Seaway bulk trade during the three previous 


navigation seasons. General cargoes can be 
carried in these ships at the grain rate - an 
immediate saving of up to 65 percent over the 
general cargo rate. 


OTHER MATTERS 


The Authority is particularly pleased with the 
progress of the major reconstruction undertaken 
under the Welland Canal Rehabilitation Program. 
At the end of the fifth of the seven years allocated 
for the completion of this project, the contracts so 
far granted have been successfully executed 
within time frames often made difficult by winter 
conditions. Moreover, the extensive reinforcing of 
lock walls, now completed, and the ongoing 
concrete refacing of lock chambers have so far 
been performed without any impediment to 
navigation, or interference with the timely 
reopening of the shipping season in the spring. 


The overall cost of the work performed in 
1990-91 under this federally-funded project 
reached $28.5 million. 


Recent initiatives taken jointly by the 
Authority and its American counterpart, the Saint 
Lawrence Seaway Development Corporation, 
confirmed the determination of both agencies to 
implement those measures deemed to be 
prerequisite to the growth and diversification of 
Seaway traffic. 


In November 1990, thirty-three representatives 
of the St. Lawrence/Great Lakes shipping 
community accepted the invitation of the Seaway 
agencies to a “Seaway Summit” held in Toronto. 
This gathering of U.S. and Canadian shippers, 
carriers, labour leaders, pilotage and port 
officials, reviewed all aspects of the services 
offered throughout the entire system. Their 
recommendations included cost-saving measures 
and ways of improving some operation 
procedures. All agreed on the importance of joint 
endeavours aimed at improving the existing 
competitive edge enjoyed by the Seaway. The 
meeting appointed a Working Group to study 
significant cost areas, simplified cargo handling 
possibilities and effective marketing practices. 


This meeting, followed by the announcement 
of the 3-year Incentive Toll Program, did much to 
bolster the enthusiasm of the members of the 
joint Canada/U.S. Seaway Trade Mission that 
travelled to Europe in March. The well-attended 
presentations given in the port cities of Antwerp, 
Stockholm, Liverpool and Bilbao were received 
with genuine interest. The Mission returned home 
confident that some significant inroads had been 
made into potential new markets for the 
waterway. 


In other business development activities 
conducted during 1990, the Authority joined other 
Seaway interests to form strong representations 
at a number of trade shows: Manitoba Ag Days in 
January, Eurofreight (Brussels) in April, and Bulk 
Transpo 90 (New Orleans) in October. 


Canada is not alone in promoting greater use 
of inland waterways. The high cost of fuel, 
environment concerns, congested and 
deteriorating highways are widely cited by a 
growing number of industrial countries fortunate 
enough to count navigable inland waters among 
their national assets. 


FIVE YEAR FINANCIAL SUMMARY 


1990/91 1989/90 1988/89 1987/88 1986/87 
SEAWAY (in thousands of dollars) 
Montreal-Lake Ontario Section 
Revenue $29,971 $29,551 $28,706 $27,594 $26,672 
Expenses 37,577 33,881 31,937 31,440 31,583 
Income (loss) from operations (7,606) (4,330) (3,231) (3,846) (4,911) 
Investment Income 3,087 2,970 2,367 2,020 24153 
Net income (loss) 
before Large Corporation Tax (4,519) (1,360) (864) (1,826) (2,758) 
Large Corporation Tax SA 335 — = a 
Net income (loss) (5,096) (1,695) (864) (1,826) (2,758) 
Welland Canal 
Revenue 35,617 34,931 35,991 32,945 29,627 
Expenses 43,234 41,601 40,028 39,081 38402 
Income (loss) from operations (7,617) (6,670) (4,037) (6,136) (4,075) 
Investment Income 3,515 3,651 2,978 2,474 2,471 
Net income (loss) 
before Large Corporation Tax (4,102) (3,019) (1,059) (3,662) (1,604) 
Large Corporation Tax 656 411 — — — 
Net income (loss) (4,758) (3,430) (1,059) (3,662) (1,604) 
Total 
Revenue 65,588 64,482 64,697 60,539 56,299 
Expenses 80,811 75,482 71,965 70,521 65,285 
Income (loss) from operations (15,223) (11,000) (7,268) (9,982) (8,986) 
Investment Income 6,602 6,621 5,345 4,494 4,624 
Net income (loss) 
before Large Corporation Tax (8,621) (4,379) (1,923) (5,488) (4,362) 
Large Corporation Tax 1,233 746 — _ — 
Net income (loss) $(9,854) $(5,125) $(1,923) $(5,488) $(4,362) 
THOUSAND ISLANDS BRIDGE 
Revenue $2,126 $2,031 $1,618 $1,311 $1,082 
Expenses 502 294 340 388 507 
Income (loss) from operations 1,624 12737 1,278 923 575 
Investment income 853 608 SilZ 146 78 
Net income (loss) 
before Large Corporation Tax 2,477 2,345 1,595 1,069 653 
Large Corporation Tax 22 10 = => = 


Net income (loss) $2,455 $2,335 $1,595 $1,069 $653 
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AUDITOR’S REPORT 


OFFICE OF THE AUDITOR GENERAL 


CANADA 


To the Minister of Transport 


| have audited the balance sheet of The St. Lawrence Seaway Authority as at March 31, 1991 and the 
statements of operations, deficit and changes in financial position for the year then ended. These 
financial statements are the responsibility of the Authority's management. My responsibility is to express 
an opinion on these financial statements based on my audit. 


| conducted my audit in accordance with generally accepted auditing standards. Those standards require 
that | plan and perform an audit to obtain reasonable assurance whether the financial statements are free 
of material misstatements. An audit includes examining, on a test basis, evidence supporting the amounts 
and disclosures in the financial statements. An audit also includes assessing the accounting principles 
used and significant estimates made by management as well as evaluating the overall financial statement 
presentation. 


In my opinion, these financial statements present fairly, in all material respects, the financial position of 
the Authority as at March 31, 1991 and the results of its operations and the changes in its financial 
position for the year then ended in accordance with generally accepted accounting principles. As required 
by the Financial Administration Act, | report that, in my opinion, these principles have been applied on a 
basis consistent with that of the preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my notice during my 
examination of the financial statements have, in all significant respects, been in accordance with Part X of 
the Financial Administration Act and regulations, The St. Lawrence Seaway Authority Act and the by-laws 
of the Authority. 


(D fes 


D. Larry Meyers, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 10, 1991 


BALANCE SHEET 


as at March 31, 1991 (in thousands of dollars) 


1991 
ASSETS 
Current 
Cash and term deposits $19,828 
Accounts receivable 5,811 
Accrued interest receivable 2,073 
Supplies inventory 3,022 
30,734 
Long-term 
Investments (Note 3) 36,911 
Receivable 70 
Investment in subsidiaries (Note 4) 10 
Capital Assets (Note 5) 525,779 
$593,504 
LIABILITIES 
Current 
Accounts payable and accrued liabilities $12,032 
Large corporation tax payable (Note 7) 2,011 
14,043 
Long-term 
Accrued employee termination benefits (Note 3) 13,182 
er 167 7 
EQUITY OF CANADA 
Contributed capital (Note 6) 624,950 
Deficit (58,671) 
566,279 


$593,504 


Approved: 


La Maser tl 


President Comptroller and Treasurer 


1990 


$16,759 
7,500 
1,375 


2,996 


28,630 


44,862 
93 
10 


526,692 
$600,287 


$13,065 
756 


13,821 


12,788 
26,609 


624,950 


(51,272) 
573,678 
$600,287 
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STATEMENT OF OPERATIONS 


for the year ended March 31, 1991 (in thousands of dollars) 


REVENUES 


Tolls 
Leases and licenses 
Others 


EXPENSES 


Operating 

Maintenance 

Administration 

Headquarters 

Amortization 

Employee termination benefits 


Income (loss) from operations 
Investment income 


Net income (loss) 
before Large Corporation Tax 
Large Corporation Tax 


Net income (loss) for the year 


STATEMENT OF DEFICIT 


for the year ended March 31, 1991 (in thousands of dollars) 


Retained earnings (deficit), beginning of the year 


Net income (loss) for the year 


1991 1990 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
27.676 $31,600 $59,175 $ — $59,175 $58,958 
932 2,962 3,894 722 4,616 4,239 
1,464 11055 2,519 1,404 3,923 3,316 
29,971 BOS 7/ 65,588 Zee 67,714 66,513 
6,866 12,004 18,870 — 18,870 AOS 
14,791 12,754 27,545 328 27,873 24,705 
5,239 5,870 11,109 46 11,155 11,136 
5,100 5,809 10,909 96 11,005 9,600 
4,854 5,876 10,730 32 10,762 10,560 
727 921 1,648 — 1,648 1,818 
So 43,234 80,811 502 81,313 TSM INS 
(7,606) (7,617) (15,223) 1,624 (13,599) (9,263) 
3,087 3,515 6,602 853 7,455 7,229 
(4,519) (4,102) (8,621) PANT (6,144) (2,034) 
WAL 656 1,233 22 1,255 756 
$(5,096) $(4,758) $(9,854) $2,455 $(7,399) $(2,790) 
1991 1990 
Thousand 
Islands 
Seaway Bridge Total Total 
$(58,965) $7,693 $(51,272) $(48,482) 
(9,854) 2,455 (7,399) (2,790) 
$(68,819) $10,148 $(58,671) $(51,272) 


Retained earnings (deficit), end of the year 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended March 31, 1991 (in thousands of dollars) 


CASH PROVIDED BY (USED IN): 
OPERATING ACTIVITIES 
Net income (loss) for the year 
Items not requiring cash 
Amortization 
Provision for termination benefits 
(Profit) loss on disposal of capital assets 
Net change in working capital components 
other than cash and term deposits 
Payment of termination benefits 


Cash provided by operating activities 


FINANCING ACTIVITIES 


Funding from Federal Government for 
Welland Canal Rehabilitation Program 


Cash provided by financing activities 


INVESTING ACTIVITIES 
Reduction in long-term receivables 
Decrease (increase) in investments 
Increase in capital assets 
Disposal of capital assets 
Cash used in investing activities 
Increase in cash 


Cash and term deposits at beginning of year 


Cash and term deposits at end of year 


Working capital position at end of year 


Current assets 
Current liabilities 


1991 1990 
Thousand 
Islands 
Seaway Bridge Total Total 

$(9,854) $2,455 $(7,399) $(2,790) 

10,730 32 10,762 10,560 

1,648 — 1,648 1,818 

(355) — (355) 34 
3,109 (1,922) 1,187 (816) 
(1,254) -- (1,254) (1,664) 

4,024 565 4,589 7,142 
27,300 — 27,300 26,900 
27,300 _ 27,300 26,900 
23 — 23 56 
7,951 —— 7,951 (3,422) 
(86755) (565) (37,320) (29,474) 
526 —- 526 — 
(28,255) (565) (28,820) (32,840) 
3,069 — 3,069 1,202 
16,759 —— 16,759 15.597 
$19,828 $ — $19,828 $16,759 
$30,734 $ — $30,734 $28,630 
22,223 (8,180) 14,043 13821 
$8,511 $8,180 $16,691 $14,809 
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NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1991 


AUTHORITY AND OBJECTIVES 


The St. Lawrence Seaway Authority was established in 1954 under the St. Lawrence Seaway Authority Act and is classified as a 
parent Crown corporation under Schedule II! Part | of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie together with 
such works and other property, including bridges incidental to the deep waterway, as deemed necessary by the Governor in 
Council. 


Under the St. Lawrence Seaway Authority Act, the Authority must file the tariff of tolls with the National Transportation Agency. This 
tariff of tolls then becomes operative from the date of filing. 


ACCOUNTING POLICIES 


The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. A summary 
of significant accounting policies follows: 


(a) 


(b) 


(c) 


(d) 


(e) 


(f) 


(9) 


(h) 


(i) 


Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway and is recorded 
at cost. 


Investments in subsidiaries 

Investments in wholly-owned subsidiary companies are recorded at cost. The financial statement of the subsidiary 
companies have not been consolidated in these financial statements because changes in the equity of the subsidiaries do 
not accrue to the Authority. Separate audited financial statements for each of the subsidiary companies are available to the 
public. 


Capital assets 

Capital assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep 
waterway system or extend the estimated useful lives of existing assets are capitalized. Repairs and maintenance are 
charged to operations as incurred and major betterments incurred to assure the reliability of the system are capitalized. The 
cost of assets sold, retired, or abandoned, and the related accumulated amortization are removed from the accounts on 
disposal. Gains or losses on disposals are credited or charged to operations. 


Amortization is recorded using the straight-line method based on the estimated useful lives of the assets. 


Welland Canal Rehabilitation Program 
Funding received from the Government of Canada for this program is accounted for by crediting the amount against the costs 
of related capital projects undertaken during the year, with amortization to be calculated on the net amount. 


Employee termination benefits 
Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts and 
conditions of employment. The liability for these benefits is recorded in the accounts as the benefits accrue to employees. 


Pension plan 

All employees of the Authority are covered by the Public Service Superannuation Plan administered by the Government of 
Canada. Contributions to the Plan are required from both the employees and the Authority. These contributions represent 
the total liability of the Authority and are recognized in the accounts on a current basis. 


Employee life insurance plan 
The Authority provides a life insurance plan for its employees. Surpluses and deficits from the plan are included in revenues 
and/or expenses in the year in which they are incurred. 


Insurance 
The Authority assumes substantially all risks in relation to compensation and damages to its locks. For all other assets the 
Authority carries conventional insurance. 


Thousand Islands Bridge 

In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the Thousand 
Islands Bridge, while the real property was vested in the name of Her Majesty in Right of Canada. Subsequent capital 
expenditures made by the Authority to improve the bridge have been recorded as capital assets. The retained earnings of 
the bridge represent its cumulative earnings since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its 
management and operation by the Authority is independent of Seaway operations. 


3. 


LONG-TERM INVESTMENTS 


In order to provide for major capital improvement projects of the St. Lawrence Seaway and the rehabilitation of the Canadian span 
at the Thousand Islands Bridge and for future employee termination benefits, the Authority has set aside the following long-term 


investments: 


Capital improvements: 


. Government of Canada Bonds, maturing on varying dates up to 1995 


Par value $9,000 (1990 - $9,000) 
Market value $9,005 (1990 - $8,292) 


° Treasury Bills, maturing on varying dates up to August 1991 
(1990 - up to March 1991) 
° Investment Certificates, maturing March 1994 and March 1995 


Termination benefits: 


© Deposit with Consolidated Revenue Fund, maturing March 1994 


SUBSIDIARIES AND RELATED PARTIES 


Investments in wholly-owned subsidiaries consist of the following: 


Great Lakes Pilotage Authority, Ltd. (GLPA) 
The Jacques Cartier and Champlain Bridges Incorporated (JCCB) 
The Seaway International Bridge Corporation, Ltd. (SIBC) 


1991 1990 

(in thousands of dollars) 
$ 9,053 $ 9,053 

4,858 12,809 
10,000 10,000 
$23,911 $31,862 
13,000 13,000 
$36,911 $44,862 


No. of shares Cost 


16) 
1 
8 


During the year ended March 31, 1991, the Authority provided JCCB with certain administration services for which it charged 


$686,280 (1990 - $653,000). At March 31, 1991, $77 was receivable (1990 - $76,000). 


Each calendar year, SIBC pays a bridge user charge to the Authority (1990 - $602,174; 1989 - $406,018) towards amortization of 


the Authority's construction and interest costs related to the North Channel Bridge. 


(1990 - $5.2 million) in construction costs remained unamortized. 


At March 31, 1991, $4.6 million 


The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the Authority for this service 


during the year amounted to $595,000 (1990 - $565,000). 
CAPITAL ASSETS 


1991 


Amortization 


Accumulated 


Net 


(in thousands of dollars) 


rate Cost amortization 

Seaway 
Land — $ 29,880 $ = 
Channels and canals 1% 249,108 76,149 
Locks 1% 237,372 92,291 
Bridges and tunnels 2% 101,749 48,236 
Buildings 2% 12,147 Pear 
Equipment 2 - 20% 30,387 17,026 
Remedial works 1% 121,458 26,549 
Work under construction — 9,078 — 

$791,179 $267,368 
Thousand Islands Bridge 
Improvements 2% 2,343 975 

$793,522 


$267,743 


$ 29,880 
172,959 
145,081 

53,513 
5,030 
13,361 
94,909 
9,078 


$523,811 


1,968 


$525,779 


1990 


Net 


$ 30,027 
175,451 
147,397 

55,466 
3,120) 
13,853 
96,127 
1,807 


$525,257 


1,435 


$526,692 


15 
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Welland Canal Rehabilitation Program 


In 1985, the Authority engaged consultants to examine in detail, and report on, the structural condition of the Welland Canal system. 
The report was submitted during 1986 and, as a result, a seven-year $175 million rehabilitation program has been established to 
refit the Welland Canal and ensure a continued safe and reliable waterway into the 21st century. The program consists of 
refurbishing lock walls, stabilizing the canal banks and approach walls, and rehabilitating ancillary structures. 


During 1986, the Government of Canada approved funding for the financing of the Welland Canal Rehabilitation Program for an 
amount not to exceed $175 million over a period of seven years. To date the federal government funding has amounted to $117.3 
million, all of which has been spent on the program and has been deducted from related works under construction. As at March 31, 
1991, $115.5 million of the approved amount for the first five years was received and $1.8 million (1990 - $4.2 million) is included in 
accounts receivable. 


The Government of Canada funding for the remainder of the program is: 
(in millions of dollars) 


1991-92 $ 28.7 
1992-93 29.0 
Total $ 57.7 


CONTRIBUTED CAPITAL 


As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. This amount 
was recorded as contributed capital. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the Minister to fix, 
from time to time, the amount that shall be paid by the Authority annually out of its toll revenue as a return on capital. No return on 
capital has been required to be paid for the years ended March 31, 1991 and 1990. 

INCOME TAXES 


The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. The Authority is not 
subject to any provincial income taxes. 


Currently, unamortized capital cost for tax purposes is in excess of the net book value of capital assets by approximately $230 
million. The tax effect of this excess has not been recorded in the accounts of the Authority. The Authority also has accumulated 
research and development costs of approximately $4 million which are available to reduce the taxable income of future years. 

The federal budget of April 1989 included the introduction of a Large Corporation Tax. The tax is levied on taxable capital 
employed in Canada and is to be applied after June 1989. The Authority has made provision for the estimated amount payable for 
the years 1991 and 1990. 

COMMITMENTS 


At March 31, 1991, contractual obligations for capital and other expenditures, including Welland Canal Rehabilitation Program, 
amounted to $195,000 (1990 - $4.7 million). 


The Authority is committed to make future minimum operating lease payments, required for office space for a term in excess of one 
year, as follows: 


(in thousands of dollars) 


1991/92 $ 269 
1992/93 269 
1993/94 269 
1994/95 269 
Subsequent years 179 


CONTINGENCIES 


There is a total of $79 million in claims instituted against the Authority. These arise from a breakdown of the Valleyfield bridge in 
November 1984, an October 1985 Lock 7 wall blowout, compensation and damages in connection with the expropriation of lands 
and various other claims. The Authority is contesting all these claims and their outcome cannot be determined at this time although 
management is of the opinion that these actions will not result in any material losses to the Authority. The Authority is also the 
claimant in certain other pending or threatened claims and lawsuits. 
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ABOUT THE CORPORATION... 


The St. Lawrence Seaway Authority was established as a Crown 
Corporation in 1954 pursuant to an Act of Parliament. Its primary 
mandate is to acquire lands for, and to construct, operate and 
maintain a deep waterway between the Port of Montreal and 
Lake Erie. The Authority is also entrusted with the operation 
and maintenance of two international bridges connecting Canada 
and the United States. 


The Authority has jurisdiction over the five Canadian locks 
and linking canals located in the Montreal-Lake Ontario section 
of the waterway, and the eight locks of the all-Canadian Welland 
Canal. 


The Act that created The St. Lawrence Seaway Authority con- 
tained provisions for the establishment of a tariff of tolls that 
would not only provide revenues sufficient to defray operation 
and maintenance costs, but would also cover the cost of Seaway 
construction and interest thereon. 


In 1977 Parliament converted the loans from Canada and interest 
thereon totalling some $625 million to equity, essentially making 
all Canadians shareholders in the St. Lawrence Seaway. This 
refinancing exercise did reaffirm the Authority’s obligation to 
establish tolls at levels that would cover annual operating and 
maintenance expenditures. 


Since 1978, Seaway revenues from tolls and investments have 
allowed the corporation to remain self-sufficient in terms of nor- 
mal operating outlays. These do not include the cost of the Wel- 
land Canal Rehabilitation Program, for which the Federal 
Government allocated $175 million in 1986. 


In addition to its Ottawa Head Office and its Corporate Services 
Headquarters in Cornwall, Ontario, the Authority operates through 
two regional offices, the Maisonneuve Region (Montreal-Lake 
Ontario section) at St. Lambert, Quebec, and the Niagara Region 
(Welland Canal) at St. Catharines, Ontario. 


As of March 31st, 1992, the Authority's establishment included 
891 permanent positions. 


THE PRESIDENT’S MESSAGE 


Jane .30; 1992 


The Honourable Jean Corbeil, P.C., M.P. 
Minister of Transport 


Dear Minister : 


In accordance with the provisions of 
Section 150 of the Financial Administra- 
tion Act, I am pleased to submit the 
Annual Report of The St. Lawrence 
Seaway Authority for the fiscal year 
ended March 31, 1992. 


The principal objective of The St. 
Lawrence Seaway Authority during 
1991/92 was to continue the initiatives to 
reduce expenses and increase revenues. 
These initiatives were undertaken for 
two reasons; to improve the competitive 
position of the Seaway system, and to 
guarantee that the Seaway Authority 
remains a financially self-sufficient 
Crown Corporation. 


During 1991, the Authority developed 
and implemented an Incentive Toll 
Program to assist in improving market 
share. The Authority feels the 1991 
results indicate the program is appreciated 
by shippers and carriers. The ‘’new 
business’ and ''volume rebate'" portions 
of the program combined to give 
7.3 million tonnes of additional business, 
and toll rebates totalling $1.8 million. 
Both these opportunities, and the dis- 
counts available for ‘‘alternative lake 
vessel use’’, will be available to the 
industry during 1992 and 1993. 


The Authority developed a policy 
covering Authority-owned land in 1991 
and, as a part of this policy, took 
action to sell properties that are not 
required for operational purposes, and 
not required for potential future expan- 
sion. This program is well underway 
although it is suffering somewhat from 


a depressed real estate market and the 
decline of entrepreneurs in the market 
place. 


The Authority is in the process of 
implementing the recommendations 
proposed by the Coopers and Lybrand 
Group concerning the way the Seaway 
Authority organizes and carries out its 
administrative responsibilities. The 
Authority is also in the process of reduc- 
ing lock wall crews from four people 
to three at each of the thirteen Canadian 
locks. These two initiatives combined 
to provide for the reduction of approx- 
imately 150 positions over the next 
few years. 


The Seaway Summit Meetings, which 
started in November 1990, continued 
to direct their energies toward reducing 


costs and improving the Seaway's 
competitive position. Progress has been 
slower than anticipated, but work con- 
tinued toward reducing the so-called 
‘‘Seaway system costs” to assist shippers 
and carriers in becoming competitive 
in markets that are now choosing other 
transportation alternatives. 


The Seaway Authority approved a 
budget for 1991 that combined a mixture 
of internal cost reductions, a reassess- 
ment of major maintenance priorities, 
a very much depleted reserve needed 
to cover losses, emergencies, and capital 
funding, and an aggressive marketing 
program aimed at improving market 
share and the Seaway's revenue position. 
The Corporate Plan for 1992 and beyond 
continues to emphasize these principles. 
It is expected that the present restraint 


measures and continuing marketing 
initiatives will return the Corporation 
to a profitable position on a regular 
basis by the middle of the decade. 


The St. Lawrence Seaway Authority 
continues to emphasize the advantages 
of the Great Lakes/St. Lawrence Seaway 
system as a reliable transportation 
alternative. The system is environmen- 
tally friendly, more efficient than surface 
alternatives, and the shortest route 
from North American ports to European 
customers. 


Respectfully yours, 


G.R. Stewart 


, UR ere, 


REPORT ON 1991-92 CORPORATE OBJECTIVES 


n recent years, the trading environment and, in particular, Seaway traditional 

markets have undergone changes that have a dramatic impact on the economics 

of the waterway. The Great Lakes/St. Lawrence Seaway system must address 
itself to increasing levels of competition in an environment that is not always based 
on market forces. This has been exacerbated by the current difficult economic con- 
ditions which will likely prevail through most of 1992. The Authority also faces the 
challenge of maintaining the structural integrity of its facilities with minimal financial 
resources. 


To carry out its mission and to respond to these challenges, the Authority is actively 


pursuing four corporate objectives. 


To improve market share 


he Authority expanded its incentive toll 
program aimed at improving market 
share. 

The Authority held several ‘Seaway Summit” 
meetings with representatives of the shipping 
community in an effort to reduce system costs 
and improve the system's competitive position. 
For its part, the Corporation recently announced 
an increase in the maximum permissible 
draught in Seaway waters. It developed and 
published a booklet containing pertinent infor- 
mation for ocean vessel owners planning a 
Seaway voyage. In addition, shipmasters will 
be invited, during the 1992 navigation season, 
to comment on the quality and efficiency of 
the various services provided throughout the 
waterway. Other initiatives being considered 
relate to increasing port productivity and 
reducing institutional costs. 


PERFORMANCE AGAINST 


Cargo traffic in millions of tonnes: 


The Authority and the Saint Lawrence Seaway 
Development Corporation are spearheading a 
promotional effort in North America. Their 
objectives are to emphasize the advantages of 
the Seaway system as the natural eastern route 
for commodity movements to and from the 
North American hinterland, and to achieve a 
better understanding of the factors which deter- 
mine the shipper's choice of transportation route. 


Finally, the Authority is playing a leading 
role in marketing efforts aimed at attracting 
new carriers and commodities to the system. 


To maintain the capital 
infrastructure 


he federally funded, seven-year Welland 

Canal Rehabilitation Program, slated for 

completion in early 1993, has progressed 
well and on schedule. The challenge created 
by the necessity of conducting this major struc- 


OBJECTIVES FOR 1991 


Forecast Actual 1990 


— Montreal-Lake Ontario section 309 34.9 36.7 
— Welland Canal 39.7 30.9 39.4 
Net profit (loss) in millions of dollars (7.8) (1.8) (9.9) 
Capital expenditures in millions of dollars 48.3 42.9 36.8 
Establishment 974 891 968 
Capacity utilization (demand for service expressed as a ratio of 49% 50% 50% 


available capacity at the Welland Canal) 


Note: Above information relates to The St. Lawrence Seaway Authority only; it does not include the Thousand Islands Bridge 


or the Authority's subsidiaries. 


tural refit during winter months has been met 
successfully. 


The Authority has formulated long term 
maintenance and capital programs aimed at 
ensuring the integrity of all its structures. 


To maintain its financial 
self-sufficiency 


n April of 1991, the Authority retained the 

ÈS of the Coopers and Lybrand 
Consulting Group to help senior management 

identify means of reducing administrative costs. 


The analysis of administrative activities 
throughout the organization pinpointed many 
areas where action could be taken to improve 
practices and personnel allocation. 


By investing in new technology and increasing 
responsibility and accountability in its two 


regional operating divisions, the Authority will 
be able to reduce its administrative staff by 
approximately 100 person-years oyer a 3-5 year 
period. 


In addition, the Authority initiated, in 1991, 
a reorganization of its lock crews which will 
result in the elimination of 52 positions by 1993. 


To fully use human 
resources 


chieving the cost reduction measures 

described above without jeopardizing 

effectiveness requires that greater 
responsibility and accountability be assumed 
by all employees. This, in turn, entails an 
important shift in management philosophy as 
well as extensive training in new concepts. 
The Coopers and Lybrand study has provided 
the Corporation with a blueprint to achieve 
the transition and to ensure that all employees 
be enabled to exercise their full potential. 


PERFORMANCE AGAINST PLAN 


The St. Lawrence Seaway is committed to four strategic directions and has achieved significant progress 


in each area during the course of 1991. 


Objective 


Progress in 1991 


To improve market share + Expanded its incentive toll program — a combined 7.3 million 
tonnes of additional business with toll rebates of $1.8 million 
e Increased maximum permissible draught 
e Issued an information booklet for ocean vessel owners 
e Spearheaded a promotional effort in North America 
¢ Conducted surveys of how customers perceive the system and its 


performance 


e Developed/redesigned promotional materials for increased 


effectiveness 


To maintain the capital 
infrastructure 


¢ Completed 6th year of 7-year Welland Canal Rehabilitation Program 
¢ Formulated long-term maintenance and capital programs aimed at 


ensuring the integrity of all its structures 


To maintain financial 
self-sufficiency 


e Started implementing recommendations of the Coopers and Lybrand 
study aimed at reducing administrative costs 


¢ Reduced lock wall crews from 4 to 3 — a saving of 52 person years 
e Establishment was reduced from 974 to 891 
¢ Took action to sell properties not required for operational purposes 


or future expansion 


To fully use human 
resources 


+ Began process to implement new management philosophy 


THE YEAR IN REVIEW 


FINANCES 
Summary 


y the end of the 1991/92 fiscal year, a 
projected operating deficit of $7.798 million 


had been pared down to $1.788 million. 
The resolution of prolonged negotiations with 
Ontario-Hydro over the terms of a water supply 
agreement, which resulted in the payment to 
the Authority of $7.6 million, accounts for 
most of this positive variance, with reduced 
labour costs and other cost containment mea- 
sures making up the balance. 


Notwithstanding the net loss of $1.788 mil- 
lion, operating activities resulted in an improved 
cash flow that allowed the Corporation to 
remain financially self-supporting. 


Revenues 


espite the positive results of the ‘’new 
Dire component of the Incentive 

Tolls Program, and a 5.75 percent increase 
in the Tariff of Tolls, revenues from tolls for 
fiscal year 1991/92 totalled $58.0 million, down 
$1.2 million from the previous year and signi- 
ficantly lower than the budgeted $65.3 million. 
This shortfall is attributed to the impact of the 
recession on nearly all major commodities 
shipped through the Seaway, with the excep- 
tion of Canadian grain which registered signi- 
ficant gains in 1991. 


Operating revenues from other sources reached 
$7.4 million. These revenues were in excess 
of the budgeted $6.3 million and the actual 
$6.4 million recorded in 1990/91. 


Investment income, which had been budgeted 
at $4.7 million, rose to $5.3 million during the 
poe Operating activities provided a much 

igher cash flow which allowed the retention 
of some long-term investments that, contrary 
to expectations, did not have to be realized in 
order to finance capital expenditures. 


Expenses 


perating expenses for both sections of 

the waterway during fiscal 1991/92 

totalled $18.2 million, down $0.7 million 
from the previous year and $1.1 million from 


the budgeted amount. Reduced personnel costs 
account for this drop in operation spending. 


Maintenance expenditures, at $25.2 million, 
were $2.3 million lower than budget, and down 
by the same amount from fiscal 1990/91. Lower 
personnel costs account for $0.8 million of 
this positive variance, while regular and major 
maintenance expenses were $1.2 million 
below budget. 


Total administrative expenses came to $21.4 mil- 
lion, some $0.6 million less than in the previous 
year, and well below the budgeted $23.4 mil- 
lion. Staff reductions, reduced grants in lieu of 
taxes, lower insurance premiums and profes- 
sional service fees accounted for this positive 
variance. 


Overall, successful cost containment efforts 
resulted in lowering total expenditures, including 
amortization and termination benefit provisions, 
by $4.0 million, compared to 1990/91, and 
$6.2 million below budget. These cost savings 
reflect the Authority's commitment to enhancing 
the Seaway's competitive position through 
improved administrative practices and resource 
allocations. 


Financial Position 


apital expenditures during the year 

totalled $42.9 million, including $27.6 mil- 

lion under the federally funded Welland 
Canal Rehabilitation Program, and $11.7 million 
to cover the cost of the Valleyfield Bridge 
rehabilitation. The Authority had presented a 
submission to the Treasury Board requesting 
funding from the Government for the major 
restoration of the fixed span of the Valleyfield 
Bridge. Treasury Board's decision of January 20, 
1992 confirmed that the Authority would fund 
the cost of repairs to the end of March 1992, 
and that Transport Canada would cash manage 
the costs to be incurred in 1992/93 and 1993/94. 


The operating activities of the Corporation 
provided a positive cash flow of $12.0 million. 
The funds generated, while sufficient to cover 
ordinary capital expenditures, could not absorb 
the cost of major repairs to the Valleyfield 
Bridge; $4.8 million in long-term investments 
had to be matured for this purpose. 


The Capital Fund now stands at $19.1 million; 
this level is considerably lower than the 
$30 million minimum level deemed adequate 
by the Authority to maintain its ability to 
respond to emergency situations and unexpected 
drops in traffic. 


Incentive Tolls Program 


he Authority's marketing efforts, aimed 
at increasing Seaway traffic, centered on 
its expanded Incentive Tolls Program. 


By the end of the navigation season, seven 
commodities, shipped through fifteen ports, 
for an aggregate of 5.2 million tonnes, had 
qualified under the volume discount portion 
of the Program. As a result, rebates totalling 
$1.1 million were remitted to the carriers of 
these commodities, which included steel from 
Sault Ste. Marie, Hamilton, Detroit, Oshawa 
and Burns Harbor, grain from Thunder Bay, 
iron ore from Port Cartier and Duluth, salt 
from the Magdalene Islands and Goderich, 
petroleum products from Quebec City and 
Nanticoke, stone from Manitoulin Island, and 
cement from Bowmanville. 


The ‘’new business’’ component of the Program 
generated rebates totalling $0.7 million on 
some 2 million tonnes of cargo. The 50% dis- 
count available on summer movements to 
new destinations influenced the decision to 
ship low sulphur steam coal from Montana to 
Spain through the Seaway. Increasing require- 
ments for this commodity in Europe augur 
well for the eventual growth of this component 
of Seaway traffic. | 


TRAFFIC 


hile large sales to Russia brought 

Canadian grain traffic to a much more 

satisfactory level in 1991, the impact 
of what is now viewed as a world-wide reces- 
sion was felt most strongly on the movement 
of iron ore and other bulk commodities through 
the Seaway. As a result, total cargo tonnage 
on the Montreal-Lake Ontario section (M.L.O.) 
dropped by 4.8%, to 34.9 million tonnes, and, 
on the Welland Canal, by 6.3%, to 36.9 million 
tonnes. 


Grain 


Canadian export grain shipments rose by 
46%, to over 12 million tonnes on the M.L.O., 
and by 47.6%, to 12.4 million tonnes on the 
Welland Canal. Most significant were increases 
in wheat, corn and soybean shipments. 


Reduced U.S. grain sales, low barge rates on 
the Mississippi and the unavailability of Canadian 
lakers, busy carrying grain out of Thunder 
Bay, all contributed to a decline in U.S. grain 
movements on the Seaway. The total of 3.4 million 
tonnes recorded in 1991 represented drops of 
15% on the M.L.O. and 19.9% on the Welland 
Canal. 


Consequently, the overall gain in grain 
movements at season's end stood at 26.3% on 
the M.L.O. and 25.2% on the Welland Canal. 


Iron Ore 


The depressed North American steel and 
auto industries were the main factors in the 
serious decline of iron ore movements in 
1991. The 1990 high shipments of Canadian 
ore (6.1Mt) to U.S. mills were not repeated in 
1991, as they fell to 3.4 million tonnes. 


The totals of 8.5 million tonnes, recorded on 
the M.L.O., and of 5.7 million tonnes on the 
Welland Canal, represent declines of 26.7% 
and 23.9% respectively. 


Coal 


Coal shipments showed vastly different 
results on the two sections of the Seaway in 
1991. Downbound movements through the 
M.L.O. increased by 18.8%, to 0.6 million 
tonnes, while the Welland Canal recorded 
5.3 million tonnes, a decline of 15.9% from 
1990 results. Slower industrial activities resulted 
in lower coal consumption by Ontario Hydro 
and the Hamilton steelmakers. 


Other Bulk Commodities 


Most of the remaining other bulk commodities 
showed some decline in 1991. On the M.L.O., 
a total drop of 21.3%, to 6.7 million tonnes, 
was noted while, on the Welland Canal, the 
decline reached 26.7%, for a total of 
7.4 million tonnes. 


General Cargo 


Although upbound movements of general 
cargo were down by 34.9% on the M.L.O. and 
by 32.1% on the Welland Canal, stronger steel 
exports in 1991 brought increases in downbound 
shipments of 76.9% and 113.2% on each section 
respectively. As a result, total general cargo 
traffic registered small declines of 6.4%, to 
3.5 million tonnes on the M.L.O., and of 
9.2%, to 2.6 million tonnes, on the Welland 
Canal. 


Outlook 


No significant improvement in Seaway traffic 
can be foreseen in the near term. However, 
there are some indicators of long term growth 
potential. U.S. exports of low-sulphur steam 
coal through the waterway could increase, 
and the recent announcement by Baltic Shipping 
Co. that it would expand its liner services into 
the Great Lakes in 1992 offers some hope for 
growth in ocean freight movements. 


OPERATIONS AND 
MAINTENANCE 


The 1991 navigation 
season 


he navigation season, which lasted a 
total of 274 days, began on March 26th 


on both the Montreal-Lake Ontario section 
and the Welland Canal. The system was relatively 
ice-free and 24-hour navigation began on 
March 30th, when all floating buoys had been 
installed. 


Water levels along the waterway remained 
favourable throughout the season, with a decreas- 
ing trend noted in mid-September. Nevertheless, 
levels were sufficient to allow a slight 
increase in vessel draught, from 7.92 to 7.95 
meters, between June 17 and November 30. 


A total of 2,859 vessel transits were registered 
on the Montreal-Lake Ontario section, an 
increase of 3% over 1990, with an average 
demand of 10.4 vessels per day. One-way 
transit time through the section averaged 
20.4 hours. 


On the Welland Canal, vessel traffic remained 
essentially the same as in the previous year, 
with 3,570 transits and an average daily demand 
of 13 vessels. One-way transit time improved 
slightly, from the 1990 average of 12.4 hours 
tou2 hours in 19917 


Vessel mishaps were the cause of interruptions 
in the operation of two locks in 1991. Naviga- 
tion was suspended for three days at Lock 7 
of the Welland Canal to allow for repairs to a 
section of concrete adjacent to one of the lock 
gates. The damage occurred during a vessel 
entry on October 12. Operations were suspended 
on August 29 at the Snell Lock when a vessel 
accidentally spilled asphalt into the lock chamber. 
The difficult cleanup required a two-day 
closure of the site. 


Favourable weather conditions and light 
traffic allowed for an orderly closing of the 
navigation season. On the Montreal-Lake Ontario 
section, operational surcharges applicable to 
vessels transiting after the official clearance 
date were waived for December 20, 21, 22, 
and 23. Twelve ships cleared the system during 
that period. The last vessel exited the St. Lambert 
Lock on December 24. 


Lock Operations 


he Authority, in its ongoing efforts to reduce 
operating costs while maintaining the 


quality and the continuous, round-the- 
clock availability of its services to shipping, 
has embarked on a program of crew reductions 
and lock controls relocation which should be 
completed in 1995. The reduction of lock crews, 
from four to three members, with the lock 
motorman also performing line handling duties, 
was introduced at selected locks at the end of 
May 1991. 


Concurrently, plans were drawn for the 
relocation of the lock controls from the existing 
towers to readily accessible kiosks that will be 
erected on the walls of all Canadian locks 
over the next two years. New state-of-the-art 
controls will replace the present equipment. 


Maintenance 


he federally funded, seven-year Welland 

Canal Rehabilitation Program, slated for 

completion in early 1993, has continued 
to progress well and on schedule. The logistic 
challenges created by the necessity of conduct- 
ing this major structural refit under winter 
conditions have been met successfully. 


The Authority has also formulated long-term 
maintenance programs aimed at ensuring the 
integrity of all its structures. 


In addition to the routine upkeep and winter 
overhaul of Seaway structures and other facilities, 
the Authority's maintenance personnel carried 
out the following improvements during the 
1991/92 fiscal year: 


MONTREAL-LAKE ONTARIO SECTION 


+ Lock operating controls were installed on 
the wall of the Lower Beauharnois Lock and 
a section of the lower approach wall of this 
lock was stabilized. 


e VHF communication capability between vessels 
and locks were introduced to supplement, 
and eventually replace, the PA system. 


+ Repairs were made to a section of the St. 
Lambert Lock wall. 


+ A secondary highway gate was installed on 
the east side of Victoria Bridge, at St. Lambert, 
to provide safer vehicular traffic. 


+ Both the Mercier Bridge and the Valleyfield 
Bridge received major maintenance. 


WELLAND CANAL 


+ Lock operating controls were installed at 
Lock 7. 


¢ VHF communication capability between vessels 
and locks were introduced to supplement, 
and eventually replace, the PA system. 


¢ The prototype testing of a Precision Integrated 
Navigation System (PINS 9000) was conducted 
jointly by the Canadian Shipowners Association 
and the Authority. 


¢ The VHF Marine Radio System was renewed. 


FIVE YEAR FINANCIAL SUMMARY 


1991/92 1990/91 1989/90 1988/89 1987/88 


(in thousands of dollars) 


MONTREAL-LAKE ONTARIO SECTION 


Revenue $28,553. $29,971 $29,551 $28,706 $27,594 
Expenses 33,394 SSMU 33,881 31,937 31,440 
Income (Loss) from Operations (4,841) (7,606) (4,330) (3,231) (3,846) 
Investment Income 2,299 3,087 2,970 27301 2,020 
Net Income (Loss) before Large Corporation 

Tax (2,542) (4,519) (1,360) (864) (1,826) 
Large Corporation Tax 612 OU 585 = = 
Net Income (Loss) (3,154) (5,096) (1,695) (864) (1,826) 


WELLAND SECTION 


Revenue 36,869 35/0117 34,931 SOON 32,945 
Expenses 43,430 43,234 41,601 40,028 39,081 
Income (Loss) from Operations (6,561) (7,617) (6,670) (4,037) (6,136) 
Investment Income 3,022 SDS 3,651 2,978 2,474 
Net Income (Loss) before Unusual Item (3,539) (4,102) (3,019) (1,059) (3,662) 
Unusual Revenue Item 5,709 — — — — 
Net Income (Loss) before Large Corporation 

Tax 2,170 (4,102) (3,019) (1,059) (3,662) 
Large Corporation Tax 804 656 411 — — 
Net Income (Loss) 1,366 (4,758) (3,430) (1,059) (3,662) 

TOTAL 

Revenue 65,422 65,588 64,482 64,697 60,539 
Expenses 76,824 80,811 75,482 71,965 70,521 
Income (Loss) from Operations (11,402) (15,223) (11,000) (7,268) (9,982) 
Investment Income 5,321 6,602 6,621 5,345 4,494 
Net Income (Loss) before Unusual Item (6,081) (8,621) (4,379) (1,923) (5,488) 
Unusual Revenue Item 5,709 = — — — 
Net Income (Loss) before Large Corporation 

Tax (372) (8,621) (4,379) (1,923) (5,488) 
Large Corporation Tax 1,416 1,233 746 = = 
Net Income (Loss) $ (1,788) $ (9,854) $ (5,125) $ (1,923) $ (5,488) 


THOUSAND ISLANDS BRIDGE 


Revenue $ 2,364 $ 2,126 $ 2,031 $ 1,618 TL silal 
Expenses 510 502 294 340 388 
Income (Loss) from Operations 1,854 1,624 IL Se 1,278 923 
Investment Income 637 853 608 Sy 146 
Net Income (Loss) before Large Corporation 

Tax 2,491 2,477 2,345 595 1,069 
Large Corporation Tax 32 22 10 = = 


Net Income (Loss) $ 2,459 $ 2,455 5 2885 $ 1,595 $ 1,069 


MANAGEMENT'S REPORT 


The accompanying consolidated financial statements of The St. 
Lawrence Seaway Authority and all information in this Annual 
Report are the responsibility of management. 


The financial statements have been prepared in accordance 
with generally accepted accounting principles and necessarily 
include some estimates which are based on management's best 
judgements. Information contained elsewhere in the Annual 
Report is consistent, where applicable, with that contained in 
the financial statements. 


To meet management's responsibility and to assure the 
integrity and reliability of financial reporting, the Authority 
maintains a system of internal controls, policies and procedures 
to provide reasonable assurance that assets are safeguarded, and 
that transactions and events are properly recorded. 


The system of internal controls is supplemented by an internal 
audit which conducts periodic reviews of different aspects of the 
Corporation's operations. In addition, external auditors have full 
and free access to the members of the Authority, who oversee 
management's responsibility for maintaining adequate control 
systems and the quality of financial reporting. 


The Auditor General of Canada, is responsible for auditing the 
financial statements and for issuing his report thereon. 
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AUDITOR’S REPORT 


AUDITOR GENERAL OF CANADA 


CANADA 


To the Minister of Transport 


I have audited the balance sheet of The St. Lawrence Seaway Authority as 
at March 31, 1992 and the statements of operations, deficit and changes in 
financial position for the year then ended. These financial statements are the 
responsibility of the Authority's management. My responsibility is to express 
an opinion on these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. 
Those standards require that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes 
assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material 
respects, the financial position of the Authority as at March 31, 1992 and the 
results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in my opinion, 
these principles have been applied on a basis consistent with that of the 
preceding year. 


Further, in my opinion, the transactions of the Authority that have come to my 
notice during my examination of the financial statements have, in all signifi- 
cant respects, been in accordance with Part X of the Financial Administration 
Act and regulations, The St. Lawrence Seaway Authority Act and the by-laws 
of the Authority. 


Ua 


D. Larry Meyers, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 21, 1992 


BALANCE SHEET 


as at March 31, 1992 (in thousands of dollars) 


1992 1991 
ASSETS 
Current 
Cash and term deposits $ 23,006 $ 19,828 
Accounts receivable 9,118 5,811 
Accrued interest receivable 1 PA 08 2 08 
Supplies inventory 2,847 3,022 
36,248 30,734 
Long-term 
Investments (Note 3) 32,053 36/901 
Receivable 46 70 
Investment in subsidiaries (Note 4) 10 10 
Capital assets (Note 5) 531,742 525,019 
$ 600,099 $ 593,504 
LIABILITIES 
Current 
Accounts payable and accrued liabilities $ 16,790 $ 12,032 
Large corporation tax payable [Note 8) 3,459 2,011 
20,249 14,043 
Long-term 
Accrued employee termination benefits (Note 3) 12,900 13,182 
33,149 27,225 
Commitments and contingencies (Notes 9 and 10) 
EQUITY OF CANADA 
Contributed capital (Note 6) 624,950 624,950 
Deficit (58,000) (58,671) 
566,950 566,279 
$ 600,099 $ 593,504 


Approved: 


ee Gee 


President Comptroller and Treasurer 


STATEMENT OF OPERATIONS 


for the year ended March 31, 1992 (in thousands of dollars) 


1992 b PIOOT N= 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
Tolls $ 26,069 $ 31,949 $ 58,018 $ — $58,018 $ 59,175 
Leases and licenses 696 3,383 4,079 944 5,023 4,616 
Others 1,788 i esate 37929 1,420 4,745 3,923 
RER SM CEE Rs BETES 67714 
Expenses 
Operating 6,845 11,350 18,195 — 18,195 18,870 
Maintenance 11,604 13,610 25,214 291 25,505 27,873 
Administration 4,979 5,799 10,778 58 10,836 1155 
Headquarters 4,584 6,028 NOFGTZ, 94 10,706 11,005 
Amortization 4,912 5,963 10,875 67 10,942 10,762 
Employee termina- 
tion benefits 470 680 1,150 — 1,150 1,648 
33,394 43,430 76,824 510 77,334 81,313 
Income (loss) from 
operations (4,841) (6,561) (11,402) 1,854 (9,548) (13,599) 
Investment income 2,299 3,022 5 by i 637 5,958 7,455 
Lease price 
adjustment (Note 7) — 5,709 5,709 — 5,709 ~ 
Income (loss) before 
large corporation tax (2,542) 2,170 (372) 2,491 2,119 (6,144) 
Large corporation tax 612 804 1,416 32 1,448 259 
Net income (loss) for 
the year $ (3,154) $ 1,366 $ (1,788) $ 2,459 $ 671 $ [7,399] 


STATEMENT OF DEFICIT 


for the year ended March 31, 1992 (in thousands of dollars) 


1992 1991 
Thousand 
Islands 
Seaway Bridge Total Total 
Retained earnings (deficit), beginning of the year $ (68,819) $10,148 $ (58,671) $ (51,272) 
Net income (loss) for the year (1,788) 2,459 671 (7,399) 
Retained earnings (deficit), end of the year $ (70,607) $12,607 $ (58,000) $ (58,671) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended March 31, 1992 (in thousands of dollars) 


CASH PROVIDED BY (USED IN): 
OPERATING ACTIVITIES 
Net income (loss) for the year 
Items not requiring cash 
Amortization 
Provision for termination benefits 
Profit on disposal of capital assets 
Net change in working capital components 


other than cash and term deposits 
Payment of termination benefits 


Cash provided by operating activities 


FINANCING ACTIVITIES 


Funding from Federal Government for 
Welland Canal Rehabilitation Program 


Cash provided by financing activities 


INVESTING ACTIVITIES 
Decrease in long-term receivables 
Decrease in investments 


Increase in capital assets 
Proceeds from disposal of capital assets 


Cash used in investing activities 
Increase in cash 
Cash and term deposits at beginning of year 
Cash and term deposits at end of year 


Working capital position at end of year 


Current assets 
Current liabilities 


1991 


1992 
Thousand 
Islands 

Seaway Bridge Total 
$ (1,788) $ 2,459 $ 671 
10,875 67 10,942 
15150 — 1,150 
(494) -- (494) 
3,743 203 3,946 
(1,508) = (1,508) 
11,978 2,729 14,707 
28,700 = 28,700 
28,700 — 28,700 
24 = 24 
4,858 — 4,858 
(42,949) (2,729) (45,678) 
567 — 567 
(37,500) (2,729) (40,229) 
3,178 — 3,178 
19,828 — 19,828 
$ 23,006 $ = $ 23,006 
$ 36,248 — $ 36,248 
28,226 (7,977) 20,249 
$ 8,022 $= 7,974 $ 15,999 


$ 


Total 


(7,399) 
10,762 
1,648 
(355) 


1,187 


(1,254) 


4,589 


27,300 


27,300 


23 
7,951 
(37,320) 


526 


(28,820) 


3,069 


16,759 


19,828 


30,734 


14,043 


16,691 


NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1992 


1. Authority and objectives 


The St. Lawrence Seaway Authority was established in 1954 under the St. Lawrence Seaway Authority 
Act and is classified as a parent Crown corporation under Schedule III Part I of the Financial Administra- 
tion Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal 
and Lake Erie together with such works and other property, including bridges incidental to the deep water- 
way, as deemed necessary by the Governor in Council. 


Under the St. Lawrence Seaway Authority Act, tolls may be established by filing with the National Transpor- 
tation Agency or by agreement between Canada and the United States. This agreement between the two 
countries is in the form of an exchange of notes in accordance with directions given by the Governor in 
Council. 


2. Accounting policies 


The financial statements have been prepared in accordance with accounting principles generally accepted 
in Canada. A summary of significant accounting policies follows: 


(a) Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the 
Seaway and is recorded at cost. 


(b) Investments in subsidiaries 
Investments in wholly-owned subsidiary companies are recorded at cost. The financial statements of 
the subsidiary companies have not been consolidated in these financial statements because changes in 
the equity of the subsidiaries do not accrue to the Authority. Separate audited financial statements for 
each of the subsidiary companies are available to the public. 


(c) Capital assets 
Capital assets are recorded at cost. Replacements and major improvements which increase the capacity 
of the deep waterway system or extend the estimated useful lives of existing assets are capitalized. Repairs 
and maintenance are charged to operations as incurred and major betterments incurred to assure the 
reliability of the system are capitalized. The cost of assets sold, retired, or abandoned, and the related 
accumulated amortization are removed from the accounts on disposal. Gains or losses on disposals are 
credited or charged to operations. 


Amortization is recorded using the straight-line method based on the estimated useful lives of the assets. 


(d) Welland Canal Rehabilitation Program 
Funding received from the Government of Canada for this program is accounted for by crediting the 
amount against the costs of related capital projects undertaken during the year. The non-funded remaining 
cost, which is to be recovered from the users, will be capitalized and amortized. 


(e) Employee termination benefits 
Employees of the Authority are entitled to specified benefits on termination as provided for under labour 
contracts and conditions of employment. The liability for these benefits is recorded in the accounts as 
the benefits accrue to employees. 


Pension plan 

All employees of the Authority are covered by the Public Service Superannuation Plan administered 
by the Government of Canada. Contributions to the Plan are required from both the employee and the 
Authority. These contributions represent the total liability of the Authority and are recognized in the 


accounts on a current basis. 


(f 


The Authority is not required under present legislation to make contributions with respect to actuarial 
deficiencies of the Public Service Superannuation Account and/or with respect to charges to the Con- 
solidated Revenue Fund for indexation payments under the Supplementary Retirement Benefits Act. 


(g) Employee life insurance plan 
The Authority provides a life insurance plan for its employees. Surpluses and deficits from the plan 
are included in revenues and/or expenses in the year in which they are incurred. 


(h) Insurance 
The Authority assumes substantially all risks in relation to compensation and damages to its locks. For 
all other assets the Authority carries conventional insurance. 


(i) Thousand Islands Bridge 
In September 1976, the Minister of Transport entrusted the Authority with the management and opera- 
tion of the Thousand Islands Bridge, while the real property was vested in the name of Her Majesty 
in Right of Canada. Subsequent capital expenditures made by the Authority to improve the Bridge have 
been recorded as capital assets. The retained earnings of the Bridge represent its cumulative earnings 
since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise 
that its management and operation by the Authority is independent of Seaway operations. 


Ü 


Incentive toll program 
The Authority offers toll rebates on certain cargoes to promote increased traffic, and thus increase 
revenues. The rebates are debited to toll revenues earned during the year. 


. In order to provide for major capital improvement projects of the St. Lawrence Seaway and the rehabilitaton 
of the Canadian span at the Thousand Islands Bridge and for future employee termination benefits, the 
Authority has set aside the following long-term investments: 


1992 LON 
(in thousands of dollars) 


Capital improvements: 


— Government of Canada Bonds, maturing on varying dates up to 1995 $ 9,053 Seo OOS 
Par value $9,000 (1991 — $9,000) 
Market value $9,205 (1991 — $9,005) 
— Treasury Bills, maturing on varying dates up to August 1991 — 4,858 
— Investment Certificates, maturing March 1994 and March 1995 10,000 10,000 
$ 19,053 $ 23,911 


Termination benefits: 


— Deposit with Consolidated Revenue Fund, maturing March 1994 13,000 13,000 
$ 32,053 $ 36,911 


4. Subsidiaries and related parties transactions 
Investments in wholly-owned subsidiaries consist of the following: 


No. of shares Cost 


Great Lakes Pilotage Authority, Ltd. (GLPA) AS $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (J.C.C.B.) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 $ 8,000 

$ 9,600 


The Authority is related in terms of common ownership to all Government of Canada created departments, 
agencies and Crown corporations. The Authority enters into transactions with these entities in the normal 
course of business. 


During the year ended March 31, 1992, the Authority provided JCCB with certain administration services 
for which it charged $686,280 (1991 — $686,280). At March 31, 1992, $57,190 was receivable for these 
services (1991 — $77). 


Each calendar year, SIBC pays a bridge use charge to the Authority (1991 — $1,538,390; 1990 — $602,174) 
towards amortization of the Authority's construction and interest costs related to the North Channel Bridge. 
At March 31, 1992, $3.1 million (1991 — $4.6 million) in construction costs remained unamortized. SIBC 
also pays $65,923 (1991 — $—) for engineering services provided by the Authority. 


The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the 
Authority for this service during the year amounted to $595,000 (1991 — $595,000). 


. Capital assets 


1992 1991 
Amortization Accumulated 
rate Cost amortization Net Net 
Seaway: 
Land — $ 29,879 $ — $ 29,879 $ 29,880 
Channels and canals 1% 249,118 78,640 170,478 172,959 
Locks 1% 238,005 94,701 143,304 145,082 
Bridges and tunnels 2% 101,762 50,417 51,345 53,513 
Buildings 2% 12555 7,326 5,229 5,030 
Equipment 2-20% 31,052 els 715 12,337 13,360 
Remedial works 1% 121,458 Pe AS 93,691 94,909 
Work under construction — 20,849 — 20,849 9,078 
$804,678 $277,566 $527,112 $523,811 
Thousand Islands Bridge 
Improvements 2% 9,072 442 4,630 1,968 


$809,750 $278,008 $531,742 $525,779 


Work under construction 
Work under construction for various projects includes among other things: 


— the portion of the Welland Canal Rehabilitation Program that will be recoverable from the Government 
of Canada in 1992-93 in the amount of $794,000 (1990-91 — $1,911,002); and 


— the Valleyfield Bridge work in the amount of $17,797,895 (1990-91 — $6,056,361) which will be 
recoverable from the users. 


Welland Canal Rehabilitation Program 

In 1985, the Authority engaged consultants to examine in detail, and report on, the structural condition 
of the Welland Canal system. The report was submitted during 1986 and, as a result, a seven-year $175 
million rehabilitation program has been established to refit the Welland Canal and ensure a continued safe 
and reliable waterway into the 21st century. The program consists of refurbishing of lock walls, stabilizing 
the canal banks and approach walls, and rehabilitating ancillary structures. 


During 1986, the Government of Canada approved funding for the financing of the Welland Canal Rehabilita- 
tion Program for an amount not to exceed $175 million over a period of seven years. To date the federal 
government funding has amounted to $146.0 million, all of which has been spent on the program and has 
been deducted from related works under construction. As at March 31, 1992, $141.6 million of the approved 
amount for the first six years was received and $4.4 million (1991 — $1.8 million) is included in accounts 
receivable. 


10. 


The Government of Canada funding for the remainder of the program will be $29 million in 1992-93. 


. Contributed capital 


As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary 
appropriation. This amount was recorded as contributed capital. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also 
authorized the Minister to fix, from time to time, the amount that shall be paid by the Authority annually 
out of its toll revenue as a return on capital. No return on capital has been required to be paid for the 
years ended March 31, 1992 and 1991. 


. Lease price adjustment 


The lease price adjustment results from a change in the method of calculation of the contract price and 
represents retroactive leasing revenue collected from Ontario-Hydro for the period of July 1988 to March 
1991 


. Income taxes 


The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax 
Act. The Authority is not subject to any provincial income taxes. 


Currently, unamortized capital cost for tax purposes is in excess of the net book value of capital assets 
by approximately $236 million. The tax effect of this excess has not been recorded in the accounts of the 
Authority. The Authority also has accumulated research and development costs of approximately $4 million 
which are available to reduce the taxable income of future years. 


The Federal Budget of April 1989 included the introduction of a Large Corporation Tax. The tax is levied 
on taxable capital employed in Canada and is to be applied after June 1989. The Authority has made provi- 
sion for the estimated amount payable from that date to March 31, 1992. 


. Commitments 


At March 31, 1992, contractual obligations for capital and other expenditures, including Welland Canal 
Rehabilitation Program, amounted to $4.1 million (1991 — $195,000). The Authority is also committed to 
pay 25% of expenditures incurred by Hydro-Quebec for the Valleyfield Bridge rehabilitation project. To 
date, $17.8 million has been incurred and future costs of up to $17.4 million are recoverable from the Gov- 
ernment of Canada. The commitment for the future minimum operating lease payments, required for office 
space for a term in excess of one year, is as follows: 


(in thousands of dollars) 


1992/93 269 
1993/94 269 
1994/95 269 
1995/96 179 


Contingencies 

There is a total of $76.2 million in claims instituted against the Authority. These arise from a breakdown 
of the Valleyfield bridge in November 1984, an October 1985 Lock 7 wall blow-out, compensation and 
damages in connection with the expropriation of lands and various other claims. The Authority is con- 
testing all these claims and their outcome cannot be determined at this time although management is of 
the opinion that these actions will not result in any material losses to the Authority. The Authority is also 
the claimant in certain other pending or threatened claims and lawsuits. 
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ABOUT THE CORPORATION ... 


The St. Lawrence Seaway Authority was established as a Crown 
Corporation in 1954 pursuant to an Act of Parliament . Its primary 
mandate is to acquire lands for, and to construct, operate and main- 
tain a deep waterway between the Port of Montreal and Lake Erie. 
The Authority is also entrusted with the operation and maintenance 
of two international bridges connecting Canada and the United 
States. 


The Authority has jurisdiction over the five Canadian locks and 
linking canals located in the Montreal-Lake Ontario section of the 
waterway, and the eight lock of the all-Canadian Welland Canal. 


The Act that created The St. Lawrence Seaway Authority contained 
provisions for the establishment of a tariff of tolls that would not 
only provide revenues sufficient to defray operation and maintenance 
costs, but would also cover the cost of Seaway construction and 
interest thereon. 


In 1977 Parliament converted the loans from Canada and interest 
thereon totalling some $625 million to equity, essentially making all 
Canadians shareholders in the St. Lawrence Seaway. This refinancing 
exercise did reaffirm the Authority’s obligation to establish tolls at 
levels that would cover annual operating and maintenance expendi- 
tures. 


Since 1978, Seaway revenues from tolls and investments have 
allowed the corporation to remain self-sufficient in terms of normal 
operating outlays. These do not include the cost of the Welland 
Canal Rehabilitation Progam, for which the Federal Government 
allocated $175 million in 1986. 


In addition to its Ottawa Head Office and its Corporate Services 
Headquarters in Cornwall, Ontario, the Authority operates through 
two regional offices, the Maisonneuve Region (Montreal-Lake Ontario 
section) at St. Lambert, Quebec, and the Niagara Region (Welland 
Canal) at St. Catharines, Ontario. 


As of March 31st, 1993, the Authority’s establishment included 
839 permanent positions. 


THE PRESIDENT’S MESSAGE 


June D 4192 


The Honourable Jean Corbeil, P.C., M.P. 
Minister of Transport 


Dear Minister: 


In accordance with the provisions of 
Section 150 of the Financial Admin- 
istration Act, Iam pleased to submit the 
Annual Report of The St. Lawrence 


Seaway Authority for the fiscal year ended 


March 31, 1993. 


The report on Seaway Round Table 
meetings chaired by the Minister of State 
for Transport, the Honourable Shirley 
Martin, and the report prepared by the 
Seaway Sub-Committee of the Standing 
Committee on Transport, were important 
developments for the Seaway in 1992- 
1993. Both these papers highlighted the 
fact that the Seaway must continue as a 
safe, efficient, reliable and economical 
transportation alternative for the trans- 
portation of bulk commodities. Both 
reports stressed the issues facing the 
Seaway, and the members of the Sub- 
Committee proposed sixteen recommen- 
dations to deal with these issues. 


The Seaway Authority continues to 
modernize its management structure, to 
reduce costs and to improve efficiency. 
Work continued in 1992-1993 to restruc- 
ture the administrative function, to 
reduce the size of lock crews, and to reor- 
ganize the Engineering Services Branch. 
These various initiatives have resulted in 
staff reductions of 12%, and budget cuts 
of 10%, as compared to 1990 levels. 


Our Incentive Toll Program has contin- 
ued to attract additional business into the 
Seaway system. During the first two years 
of the three-year program, over 11 mil- 
lion tonnes of additional commodities 
have been shipped, and $2.6 million in 
rebates have been returned to the carriers 
transporting these commodities. The 
Incentive Program for top and side 
wharfage to encourage the use of Seaway- 


owned facilities is beginning to show 
signs of encouraging new business. The 
Incentive Program for passenger vessels 
will be discontinued this season because 
the 1992-1993 results did not work in the 
best interests of either the cruise lines 
involved, or the Seaway agencies. 


The Authority's concentration on 
developing a market sensitive toll struc- 
ture has paved the way for a first ship- 
ment of 400,000 tonnes of Appalachian 
coal to New Brunswick on the Seaway sys- 
tem. It is our intention to continue to 
attract new business using a market sensi- 
tive approach to business opportunities 
in the marketplace. 


This winter was the final year of the 
seven-year Welland Canal Rehabilitation 
Program valued at $175 million. There 
were a total of 79 contracts carried out by 
28 contractors over this period of time. 


The lock chambers of seven of the eight 
locks that make up the Welland Canal 
system have virtually been rebuilt under 
the program. The work was completed on 
time and within budget, and this is of 
great credit to the Seaway staff and to the 
contractors and their employees who 
worked in severe winter conditions to ful- 
fil the requirements of their contracts. 


The Seaway Authority has produced a 
10-year vision for the system, called 
"Vision 2002". Its purpose is to establish 
where the Seaway should be in 10 years 
time, and to prepare a business plan to 
accomplish this objective. Various work- 
shops and meetings involving Seaway 
staff have resulted in four strategic direc- 
tions being established. These meetings 
have also decided on the goals that must 
be achieved in order to attain the Vision. 


The Authority is now putting together 
project teams to implement the most 
urgent goals. 


Finally, the Authority is continuing to 
work with its partners in the Seaway sys- 
tem in an effort to reduce costs and 
improve our competitive position. It is 
our intention to develop strategic 
alliances with other shipping interests, 
and to open the door to new markets on 
a competitive basis. These challenges will 
be the focus of our attention in the fore- 
seeable future. 


Respectfully yours, 


eee 


G.R. Stewart 


REPORT ON 1992-93 CORPORATE OBJECTIVES 


the last year, setting the pace for a brighter future. The St. Lawrence Seaway Authority 


Preis and fundamental changes have taken place within the organization, during 


has taken numerous concrete actions during 1992-93 to meet the objectives which 


had been set for the year. 


To improve market share 


he Authority's marketing efforts during 1992-93 
focused on better understanding of its cus- 
tomers and improving its services. 


With these goals in mind, and to emphasize the 
advantages of the Seaway system, the Authority 
and the Saint Lawrence Seaway Development 
Corporation have conducted market development 
meetings, in particular with the coal, aggregates, 
grain and steel industries located in the North 
American heartland. 


In addition, the Authority recently implemented 
a first step in the development of a more market 
oriented toll structure with the creation of a sepa- 
rate toll category for coal and the announcement 
of a substantial reduction in coal charges. These 
changes will better position the system to take 
advantage of the growth potential in coal move- 
ments to European and North American destina- 
tions. This initiative is expected to attract the ship- 
ment of 400,000 tonnes of Appalachian coal to 
New Brunswick in 1993. 


Similarly, the Authority reclassified materials for 
recycling to the much lower bulk cargo rate in 
order to be more competitive in this growing mar- 
Ket. 


An incentive program of wharfage rebates was 
launched to stimulate the use of Authority-owned 
wharves. 


Seaway users were again able to take advantage, 
during 1992, of the rebates offered under the 
Authority's Incentive TollsProgram on "new busi- 
ness" or volume increases. 


To maintain the capital 
infrastructure 


he federally funded, seven-year Welland 
| Canal Rehabilitation Program was success- 
fully completed during this last winter, 
adding decades to the life of the canal. 


The Authority re-organized its engineering func- 
tion to better meet the challenge of ensuring the 
reliability of its structures with limited financial 
resources. The implementation of an integrated 


PERFORMANCE AGAINST OBJECTIVES FOR 1992-93 


Cargo traffic in millions of tonnes: 
— Montreal-Lake Ontario section 

— Welland Canal 

Net profit (loss) in millions of dollars 


Capital Expenditures in millions of dollars 


Establishment 


Capacity utilization (demand for service expressed as a 
ratio of available transit capacity at the Welland Canal) 


Budget Actual 1991-92 
35.2 34 34.9 
3729 BZ, 36.9 

(3.5) (10.7) (1.8) 

SOS 41.8 36.8 
894 839 891 

44% 44% 50% 


Note: Above information relates to The St. Lawrence Seaway Authority only; it does not include the Thousand Islands Bridge or the 


Authority's subsidiaries. 


infrastructure management system was initiated 
during 1992 to allow the allocation of scarce 
resources to projects that count most for its cus- 
tomers. 


To maintain its financial 
self-sufficiency 


The Authority continued to sell or promote the 
development of its land holdings. Some 29 surplus 
properties were sold in 1992-93, generating $2.3 
million in revenues. 


Further advances were made in the implementa- 
tion of the administrative cost reductions recom- 
mended by the Coopers and Lybrand Consulting 
Group. Most of the planned personnel reductions 
in the administrative function, as well as those 
resulting from the lock wall crews re-organization, 
have been effected. The re-organization of the 


engineering function, mentioned earlier, resulted 
in the additional reduction of 12 person-years. 


Discussions, with government officials, relating 
to the devolution of the Seaway's non-navigational 
structures as well as to seek funding for major capi- 
tal restoration works were initiated. 


To fully use human 
resources 


he Authority embarked on an exercise termed 
"Vision 2002", an internal process of open 

discussions to shape its future and to align 
the organization's management philosophy with 
emerging needs. The vision, with associated new 
objectives and goals, expresses more clearly the 
organisation's renewed commitment and dedica- 
tion to the Great Lakes/St.Lawrence Seaway sys- 
tem's customers. 


PERFORMANCE AGAINST PLAN 


Objective 


Progress in 1992 


To improve market share + Created a separate toll category for coal with a much lower rate on 
Montreal-Lake Ontario section 
e Reclassified materials for recycling under lower bulk toll category 
e Launched incentive program for the use of Authority-owned wharves 
+ Continued its incentive toll program — a combined 11.5 million tonnes 
of cargo with toll rebates of $2.6 million for 1991 and 1992 
+ Developed an action plan to respond to ocean vessel masters exit survey 


results 


+ Participated in the Seaway Round Table consultations with Transport 
Canada on WGTA reform 

e Presented a submission to the Standing Committee of Transport regard- 
ing the Future of the Great Lakes St. Lawrence Seaway system 


To maintain the + Completed the Welland Canal Rehabilitation Program 
capital infrastructure e Integrated its infrastructure management system and re-organized its 
engineering function accordingly 


To maintain financial 
self-sufficiency 


Continued cost reduction measures initiated in 1991 

Reduced establishment from 891 to 839 

Sold 29 surplus properties for $2.3 million 

Initiated discussions with government officials for the devolution of 


non-navigational structures as well as funding for capital major restora- 


tion works 


To fully use human + Developed "Vision 2002" and associated new objectives and goals 


resources 


FINANCES 


Summary 


he Authority's profitability during the 
1992/93 fiscal year was severely affected by a 


significant drop in commercial activities that 
resulted in a $9 million shortfall in toll revenues. 
These revenues had been budgeted at $65.5 million 
for the year. 


Although the Authority accelerated its program 
of staff reductions and other administrative cost 
control measures, these could not entirely compen- 
sate for the substantial loss in revenues. 


The projected net loss of $3.5 million had to be 
revised upwards as the navigation season advanced 
and operating income fell unexpectedly short. The 
Authority is therefore reporting a net loss of $11.0 
million on the operation of the Seaway for 
1992/93. 


Revenues 


he Authority proceeded, in 1992, with the 
implementation of the second toll increase 

stipulated in the three-year Tariff of Tolls 
negotiated for 1991, 1992 and 1993. It called for a 
5.75% increase over the 1991 rates on all com- 
modities shipped through the system. Revenues 
from tolls for fiscal 1992/93 totalled $56.2 million, 
down $1.8 million from the previous year. This 
decline is mainly the result of a 36% drop in 
Canadian grain shipments. 


Operating revenues from other sources, at $8.8 
million, including profits from disposal of assets, 
exceeded the budgeted sum of $8.2 million and 
compares with the actual of $7.4 million reported 
iM 1991/92. 


Investment income reached $4.2 million, down 
$1.1 million from last year; this is mainly due to 
lower returns on short-term investments and a 
reduced long-term investment portfolio. 


The Authority initiated, in 1991, an aggressive 
land disposal program aimed at converting into 
liquid assets those of its land holdings not required 
for operations or for any future Seaway expansion. 
During the year, this program brought in $2.3 mil- 
lion from land sales, generating profits on disposal 
of $2.0 million. 


THE YEAR IN REVIEW 


Expenses 


perating expenses for both sections of the 
() waterway totalled $17.4 million during 

1992/93, down $0.8 million from the previ- 
ous year. For a second year in a row, the reduction 


in expenses is the result of improved efficiency and 
lower personnel costs. 


Maintenance expenditures, at $28.0 million, 
were well below the budgeted $29.4 million and 
over the $25.2 million reported in 1991/92. The 
largest portion of this positive variance is attribut- 
able to the curtailment of major bridge mainte- 
nance; a reassessment of business activity, early in 
the fiscal year, entailed a realignment of priorities 
for some projects. 


Total administration activities resulted in 
expenses of $19.1 million, some $2.2 million less 
than the previous year and $1.8 million below 
budget. The Authority has maintained its cost 
reduction efforts and was successful in lowering 
personnel costs, grants-in-lieu of taxes and profes- 
sional service fees. 


Amortization expenses reflect increases of $1.0 
million over budget and $1.8 million over those of 
the previous year. This is mainly due to the effect 
of amortization on capital expenditures for the 
Valleyfield Bridge between 1989 and 1992. At the 
time operating budgets were prepared for fiscal 
1992/93, capital expenditures relating to the 
Valleyfield Bridge were expected to be funded by 
Transport Canada. 


Financial Position 


apital expenditures during the year totalled 
$41.8 million, including $28.3 million under 


the Welland Canal Rehabilitation Program 
and $8.4 million for the Valleyfield Bridge; both of 
these projects were federally funded during 
1992/93. 


The considerable financial loss for fiscal 1992/93 
generated a negative cash flow of $3.9 million from 
operating activities. Notwithstanding the transfer 
of $3.0 million in long-term investments to short- 
term investments, the total amount of cash and 
term deposits remained $3.2 million below that of 
1991/92. 


The Authority's long-term investments, set aside 
as a capital fund reserve, has been reduced to $16.1 
million. The minimum reserve deemed adequate to 
maintain the ability to respond to emergency situ- 
ations is $30 million. Although the current fund is 
well below the desirable level, the Authority is con- 
fident that no parliamentary appropriations for 
operating purposes will be required during the 
1993/94 fiscal year. However, the eroding reserve is 
widening the gap between financial self-sufficiency 
and necessary recourse to external funding for 
major capital expenditures. 


Incentive Tolls Program 


the benefits provided by this program in 1992. 

Rebates totalling $769,513 were remitted to 
shippers and/or carriers of cargoes that qualified 
under the new business and volume components 
of the program. 


Sie users continued to avail themselves of 


A total of 1,584,900 tonnes of cargo, consisting 
of 29 commodities, qualified for rebates under the 
new business portion of the program. Cheque 
totalling $493,835 were distributed to the carriers 
of these cargoes. 


Six commodities shipped through eight Seaway 
ports, for an aggregate of 2,315,182 tonnes, 
accounted for a total of $275,678 in volume dis- 
counts. They included iron ore from Duluth- 
Superior and Port Cartier, coal from Sandusky, 
cement clinkers from Bowmanville and other bulk 
from Hamilton, grain from Prescott and Toledo, 
and petroleum products from St. Romuald. 


TRAFFIC 


r [= guarded optimism that greeted the open- 
ing of the 1992 navigation season soon evap- 
orated with the disappointingly low move- 

ments of Canadian grain in the spring and, in 

August, the government announcement of a mora- 

torium on grain deliveries to Russia. This, com- 

bined with the continued impact of the recession 
on other commodities, brought total cargo ton- 
nage on the Montreal-Lake Ontario section 

(M.L.O.) down by 10.2%, to 31.4 million tonnes, 

and on the Welland Canal, by 10.1%, to 33.2 mil- 

lion tonnes. 


Grain 


Russia's difficulties in servicing its debt and the 
somewhat lower quality of the 1992 crop con- 
tributed to a decline of over 4.3 million tonnes in 


Canadian grain export shipments through the 
Seaway. At year end, Canadian grain tonnage on 
both sections of the waterway totalled 7.7 million 
tonnes, a drop of over 35% from the 1991 results. 


As a more pleasant aside, statistics revealed that 
Canadian soybeans shipments, at 172,710 tonnes, 
were the highest in Seaway history. 


Higher barge rates on the Mississippi and the 
availability of vessels from the Seaway laker fleet 
contributed to a 33.8% increase, to 4.5 million 
tonnes, in U.S. grain shipments through the 
M.L.O. On the Welland Canal, the increase 
reached 42.1%, for a total of 4.8 million tonnes. 


In total, grain shipments on the M.L.O. reached 
12.3 million tonnes, a decline of 20.7% from the 
previous year, and the 12.5 million tonnes regis- 
tered on the Welland Canal reflect a drop of 
21206, 


Iron ore 


Upbound movements of iron ore through the 
M.L.O. increased by 3.2% in 1992, to 8.7 million 
tonnes, with about a third of this total destined to 
American ports. On the Welland Canal, total ship- 
ments declined by 24.6%, to 4.3 million tonnes. 
The impact of the recession on the North- 
American steel industry continues to affect iron ore 
traffic on the Seaway. 


Coal 


Slower industrial activity resulted in lower coal 
consumption by Ontario Hydro and the Hamilton 
steel plants. Consequently, coal shipments 
through the Welland Canal dropped slightly, by 
2.6%, to 5.1 million tonnes. 


On the Montreal-Lake Ontario section, where 
U.S. exports were limited to Canadian destinations, 
coal movements only reached a total of 336,327 
tonnes. 


Other Bulk Commodities 


With the exception of coke and an aggregate of 
bulk commodities not listed separately in Seaway 
statistics, this grouping of commodities registered 
declines on both sections of the Seaway. While on 
the M.L.O. the loss was limited to 1.2%, for a total 
of 6.6 million tonnes, it rose to 18.9%, for a total 
of 8.7 million tonnes on the Welland Canal. 


While shipments of unlisted bulk commodities 
remained static on the M.L.O., at 2.7 million 
tonnes, they rose by 34%, to 3.7 million tonnes on 
the Welland Canal. 


General Cargo 


The current volatility of the manufactured steel 
market translated into a complete reversal of the 
upbound/downbound movement ratio noted in 
1991. Upbound shipments of general cargo 
through the M.L.O. section in 1992 rose by 34.8% 
and by 30.2 on the Welland Canal; downbound 
traffic declined by 50.5% and 71.0% on each sec- 
tion respectively. 


Minor components of this cargo category, name- 
ly containerized goods and general cargo, other 
than manufactured iron and steel, both showed 
modest increases. 


At year end, total general cargo movements on 
the M.L.O. section had declined by 6.3%, to 3.3 
million tonnes, and, on the Welland Canal, by 
7.2%, to 2.4 million tonnes. 


Outlook 


Whether Seaway traffic improves or declines in 
1993 will in great part hinge on the rationalization 
of the grain trade, on the pace of the economic 
recovery and its impact on the Great Lakes St. 
Lawrence Seaway system, and finally, on the effect 
of some of the Authority's initiatives in business 
development and marketing, particularly in the 
coal sector. 


OPERATIONS AND 
MAINTENANCE 


The 1992 navigation 
season 


oth the Welland Canal and the Montreal Lake 
Bonet section of the Seaway opened to nav- 

igation on March 30th. The Welland Canal 
was ice free and 24-hour navigation began on the 
opening day. However, heavy ice conditions in the 
eastern section prevented the early installation of 
floating buoys and night navigation could only 
begin on April 20th. 


Favourable water levels and some minor channel 
clean up allowed an increase of the vessel draught 
from 7.92 to 8.0 m on the Welland Canal for the 
entire navigation season. On the Montreal-Lake 
Ontario section, the draught was increased to 7.95 
from April 15 to November 30th and, beginning 


on August 31, downbound vessels could load to 
the 8.0 m mark. 


During the 269-day navigation season, a total of 
2,493 vessel transits were registered on the 
Montreal-Lake Ontario section compared to 2,859 
in 1991. With an average demand of 9.3 vessels per 
day, one-way transit time through the section aver- 
aged 19.8 hours, 0.6 hours lower than the previous 
year. 


On the Welland Canal, where the season lasted 
270 days, vessel transits numbered 3,140, a decline 
of 430 from 1991. The average daily demand was 
11.6 vessels and one-way transit time dropped 
from 12.1 to 11.2 hours. 


Save for normal weather delays, Seaway users 
enjoyed a trouble-free navigation season in 1992. 
Mild temperatures and relatively light traffic 
allowed for an orderly closing of the system. 
Operational surcharges applicable to vessels transit- 
ing the Montreal-Lake Ontario section after the 
official clearance date were waived for December 
21 and 22 and seven vessels cleared the waterway 
on those dates. The last vessel passed through the 
St. Lambert lock on December 23rd and the 
Welland Canal officially closed on December 24th. 


Lock Operations 


he relocation of lock controls from the exist- 
| ing towers to lock wall installations was com- 

pleted at the beginning of the navigation sea- 
son at the Lower Beauharnois Lock and at Lock 7 
of the Welland Canal. The operation of these state- 
of-the-art, readily accessible controls, located in 
kiosks at both ends of the locks, has proved to be 
efficient, reliable and safe. 


The changeover will allow the Authority to 
reduce operating costs while pursuing its policy of 
maintaining efficiency and the round-the-clock 
availability of its services to shipping. 


The reduction of lock crews, from four to three 
members, had been effected at two additional locks 
by the end of the 1992 navigation season. 


Maintenance 


n addition to the routine upkeep and winter 
Lou of lock structures and other Seaway 

installations, the Authority's maintenance per- 
sonnel carried out the following improvements 
during the 1992/93 fiscal year: 


MONTREAL-LAKE ONTARIO SECTION 


e The new lock operating controls were installed 
on the walls of the Cote Ste. Catherine and 
Upper Beauharnois Locks. 


e The concrete rehabilitation of the sector gate 
recesses at the Upper Beauharnois Lock was car- 
ried out. 


+ Security systems were installed at all locks, elimi- 
nating the need for security guards. 


e Major maintenance continued on the Mercier 
Bridge and was completed at the Valleyfield 
Bridge. 


e An automatic barrier system was installed on the 
northeast side of the Victoria Bridge lift span as 
an added security feature to forcibly and safely 
stop vehicles when the bridge is in the raised 
position. 


WELLAND CANAL 


e New lock operating controls were installed at 
each end of the wall of Lock 1. 


e Major repairs were made to the lower mitre gates 
of Lock 5 West. 


This last winter also marked the end of the 
extensive refit undertaken under the federally 
funded Welland Canal Rehabilitation Program. 
The $175 million, seven-year project has pro- 
gressed remarkably well, within schedule and, with 
lock repairs being conducted during the off season, 
without disruption to navigation. In addition to 
adding decades to the life of the canal, the 
Program greatly enhances the reliability of the 
entire system. 


FIVE YEAR FINANCIAL SUMMARY 


MONTREAL-LAKE ONTARIO SECTION 


Revenue 

Expenses 

Income (Loss) From Operations 

Investment Income 

Net Income (Loss) before Large 
Corporations Tax 

Large Corporations Tax 

Net Income (Loss) 


WELLAND SECTION 


Revenue 

Expenses 

Income (Loss) From Operations 

Investment Income 

Net Income (Loss) before Usual Item 

Unusual Revenue Item 

Net Income (Loss) before Large 
Corporations Tax 

Large Corporations Tax 

Net Income (Loss) 


TOTAL 


Revenue 

Expenses 

Income (Loss) From Operations 
Investment Income 


Net Income (Loss) before Unusual Item 


Unusual Revenue Item 


Net Income (Loss) before Large 
Corporations Tax 
Large Corporations Tax 


Net Income (Loss) 


THOUSAND ISLANDS BRIDGE 


Revenue 

Expenses 

Income (Loss) From Operations 

Investment Income 

Net Income (Loss) before Large 
Corporations Tax 

Large Corporations Tax 

Net Income (Loss) 


1992/93 1991/92 1990/91 1989/90 1988/89 
(in thousands of dollars) 
$29,841 $28,553 $29,971 $29,551 $28,706 
35,155 33,394 3700 À 33,881 BOSH 
(5,314) (4,841) (7,606) (4,330) (67281) 
1,860 2,299 3,087 2,970 2867 
(3,454) (2,542) (4,519) (1,360) (864) 
650 612 S77 585 _ 
(4,104) (3,154) (5,096) (1,695) (864) 
35,178 36,869 So, oll, 34,931 35,991 
43,592 43,430 43,234 41,601 40,028 
(8,414) (6,561) (7,617) (6,670) (4,037) 
2,376 3,022 S515 3,651 2,978 
(6,038) (3,880) (4,102) (3,019) (1,059) 
- 5,709 = - - 
(6,038) 21170 (4,102) (3,019) (1,059) 
830 804 656 411 - 
(6,868) 1,366 (4,758) (3,430) (1,059) 
65,019 65,422 65,588 64,482 64,697 
78,747 76,824 80,811 75,482 71,965 
(13,728) (11,402) (IS,223) (11,000) (7,268) 
4,236 OL 6,602 6,621 5,345 
(9,492) (6,081) (8,621) (4,379) (1,923) 
~ 5,709 - = - 
(9,492) (372) (8,621) (4,379) (1,923) 
1,480 1,416 15258 746 - 
$(10,972) $(1,788) $(9,854) $(5,125) $1,923) 
$2,250 $2,364 $2,126 $2,031 $1,618 
674 510 502 294 340 
1,576 1,854 1,624 i,787 1,278 
543 637 853 608 317 
2,119 2,491 2,477 294 SOS 
18 22 22 10 = 
$2,101 $2,459 $2,455 $2,335 15595 


MANAGEMENT’S REPORT 


The accompanying financial statements of The St. Lawrence 
Seaway Authority and all information in this Annual Report are 
the responsibility of management. 


The financial statements have been prepared in accordance with 
generally accepted accounting principles and necessarily include 
some estimates which are based on management’s best judge- 
ments. Information contained elsewhere in the Annual Report is 
consistent, where applicable, with that contained in the financial 
statements. 


To meet management’s responsibility and to assure the 
integrity and reliability of financial reporting, the Authority main- 
tains a system of internal controls, policies and procedures to pro- 
vide reasonable assurance that assets are safeguarded, and that 
transactions and events are properly recorded. 


The system of internal controls is supplemented by an internal 
audit which conducts periodic reviews of different aspects of the 
Corporation’s operations. In addition, external auditors have full 
and free access to the members of the Authority, who oversee man- 
agement’s responsibility for maintaining adequate control systems 
and the quality of financial reporting. 


The Auditor General of Canada, is responsible for auditing the 
financial statements and for issuing his report thereon. 


Carol Lemelin 
Comptroller and Treasurer 
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AUDITOR’S REPORT 


AUDITOR GENERAL OF CANADA 


CANADA 


To the Minister of Transport 


I have audited the balance sheet of The St. Lawrence Seaway Authority as at 
March 31, 1993 and the statements of operations, deficit and changes in financial 
position for the year then ended. These financial statements are the responsibility 
of the Authority’s management. My responsibility is to express an opinion on 
these financial statements based on my audit. 


I conducted my audit in accordance with generally accepted auditing standards. 
Those standards require that I plan and perform an audit to obtain reasonable 
assurance whether the financial statements are free of material misstatement. An 
audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as 
well as evaluating the overall financial statement presentation. 


In my opinion, these financial statements present fairly, in all material 
respects, the financial position of the Authority as at March 31, 1993 and the 
results of its operations and the changes in its financial position for the year 
then ended in accordance with generally accepted accounting principles. As 
required by the Financial Administration Act, I report that, in my opinion, 
these principles have been applied on a basis consistent with that of the preced- 
ing year. 


Further, in my opinion, the transactions of the Authority that have come to 
my notice during my audit of the financial statements have, in all significant 
respects, been in accordance with Part X of the Financial Administration Act and 
regulations, The St. Lawrence Seaway Authority Act and the by-laws of the 


vy WG 


D. Larry Meyers, FCA 
Deputy Auditor General 
for the Auditor General of Canada 


Ottawa, Canada 
May 28, 1993 


BALANCE SHEET 


as at March 31, 1993 (in thousands of dollars) 


1993 1992 
ASSETS 
Current 
Cash and term deposits $ 19,828 $ 23,006 
Accounts receivable 16,580 9,118 
Accrued interest receivable 1,299 1,277 
Supplies inventory 2,389 2,847 
40,096 36,248 
Long-term 
Investments (Note 3) 29,086 32,053 
Mortgages and other receivables (Note 4) 196 46 
Investment in wholly-owned Crown corporations (Note 5) 10 10 
Capital assets (Notes 6 & 7) 523,708 531,742 
$ 593,096 600,099 
LIABILITIES 
Current 
Accounts payable and accrued liabilities $ 17,085 S$ 16,5790 
Large corporations tax payable (Note 9) 4,957 3,459 
22,042 20,249 
Long-term 
Accrued employee termination benefits (Note 3) 12,975 12,900 
35,017 33,149 
Commitments and contingencies (Notes 10 and 11) 
Major restoration of the Seaway (Note 12) 
EQUITY OF CANADA 
Contributed capital (Note 8) 624,950 624,950 
Deficit (66,871) (58,000) 
558,079 566,950 
$ 593,096 $ 600,099 
Approved: 


President Comptroller and Treasurer 


STATEMENT OF OPERATIONS 


for the year ended March 31, 1993 (in thousands of dollars) 


1993 1109 
Montreal- 
Lake Thousand 
Ontario Welland Total Islands 
Section Section Seaway Bridge Total Total 
Revenues 
Tolls $ 25,843 $ 30,382 $ 56,225 $ - $ 56,225 $ 58,018 
Leases and licenses 852 3,508 4,360 1,014 5,374 5,023 
Others 3,146 1,288 4,434 1,236 5,670 4,745 
29,841 35,178 65,019 2250 67,269 67,786 
Expenses 
Operating 6,689 10,674 112865 - 17,363 18,195 
Maintenance 12,823 US MWS 27,999 320 28,319 25,505 
Administration 4,415 4,642 9,057 63 9,120 10,836 
Headquarters 4,445 SOS) 10,120 WA 10,191 10,706 
Amortization 61182 6582 12,664 220 12,884 10,942 
Employee termina- 
tion benefits 651 893 1,544 _ 1,544 1:150% 
BS, SS 43,592 78,747 674 79,421 77,334 
Income (loss) from 
operations (5,314) (8,414) (13,728) 17576 (12,152) (9,548) 
Investment income 1,860 2,376 4,236 543 4,779 5,958 
Lease price adjustment - - - - - 5,109 
Income (loss) before large 
corporations tax (3,454) (6,038) (9,492) 21109 (7,373) DAS) 
Large corporations tax 650 830 1,480 18 1,498 1,448 
Net income (loss) for 
the year . $ (4,104) $ (6,868) SO; 972) $ 2,101 $ (8,871) $ 671 
STATEMENT OF DEFICIT 
for the year ended March 31, 1993 (in thousands of dollars) 
1993 1992 
Thousand 
Islands 
Seaway Bridge Total Total 


Retained earnings (deficit), beginning of the year $ (70,607) $ 12,607 $ (58,000) $ (58,671) 
Net income (loss) for the year (10,972) 2,101 (8,871) 671 


Retained earnings (deficit), end of the year $ (81,579) $ 14,708 $ (66,871) $ (58,000) 


STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the year ended March 31, 1993 (in thousands of dollars) 


CASH PROVIDED BY (USED IN): 
OPERATING ACTIVITIES 
Net income (loss) for the year 
Items not requiring cash 
Amortization 
Provision for termination benefits 
Profit on disposal of capital assets 
Net change in working capital components 


other than cash and term deposits 
Payment of termination benefits 


Cash provided by operating activities 


FINANCING ACTIVITIES 


Funding from Federal Government for 
Valleyfield Bridge Rehabilitation Program 
Welland Canal Rehabilitation Program 


Cash provided by financing activities 


INVESTING ACTIVITIES 


(Increase) Decrease in long-term receivables 
Transfer of Investments to Short Term 
(Increase) in capital assets 

Proceeds from disposal of capital assets 


Cash used in investing activities 
Increase (Decrease) in cash 
Cash and term deposits at beginning of year 
Cash and term deposits at end of year 


Working capital position at end of year 


Current assets 
Current liabilities 


1993 1992 
Thousand 
Islands 
Seaway Bridge Total Total 
» (10,972) El $ (8,871) $ 671 
12,664 220 12,884 10,942 
1,543 - 1,543 1,150 
(1,986) - (1,986) (494) 
(3,690) (1,543) (5,233) 3,946 
(1,468) - (1,468) (1,508) 
(3,909) 778 (3,131) 14,707 
8,429 - 8,429 5 
29,000 - 29,000 28,700 
37,429 - 37,429 28,700 
(150) - (150) 24 
2,907 - 2,967 4,858 
(41,839) (778) (42,617) (45,678) 
2,324 - 2,324 567 
(36,698) (778) (37,476) (40,229) 
(3,178) - (3,178) Sy Re) 
23,006 - 23,006 19,828 
$ 19,828 $ = $ 19,828 $ 23,006 
$ 40,096 - $ 40,096 $ 36,248 
31,502 (9,520) 22,042 20,249 
$ 8,534 $ 9,520 $ 18,054 5215999 


NOTES TO FINANCIAL STATEMENTS, MARCH 31, 1993 


1. Authority and objectives 


The St. Lawrence Seaway Authority was established in 1954 under the St. Lawrence Seaway Authority Act and is classi- 
fied as a parent Crown corporation under Schedule III Part I of the Financial Administration Act. 


The Authority was established to construct and operate a deep waterway between the Port of Montreal and Lake Erie 


together with such works and other property, including bridges incidental to the deep waterway, as deemed necessary by 
the Governor in Council. 


The St. Lawrence Seaway Authority Act confers upon the Authority the powers to borrow money and to produce revenue 

by levying tolls for the use of the deep waterway. The tolls that may be charged shall be fair and reasonable and 

designed to provide a revenue sufficient to defray the cost to the Authority of its operations in carrying out the purposes 

for which it is incorporated, which costs shall include: 

a) payments in respect to the interest on amounts borrowed by the Authority to carry out those purposes; 

b) amounts sufficient to amortize the principal of those amounts over a period not exceeding fifty years; and 

c) the cost of operating and maintaining the canals and works under the administration of the Authority, including all 
operating costs of the authority and such reserves as may be approved by the Minister. 


Under the St. Lawrence Seaway Authority Act, tolls may be established by filing with the National Transportation 
Agency or by agreement between Canada and the United States. This agreement between the two countries is in the 
form of an exchange of notes in accordance with directions given by the Governor in Council. 


2. Accounting policies 
The financial statements have been prepared in accordance with accounting principles generally accepted in Canada. A 
summary of significant accounting policies follows: 


(a) Supplies inventory 
Supplies inventory comprises equipment and supplies used in the operation and maintenance of the Seaway and is 
recorded at cost. 


(b) Wholly-owned Crown corporations 
The Authority does not have the right and ability to obtain future economic benefits from the resources of two 
wholly-owned subsidiaries for purposes of the Financial Administration Act and the Authority is not exposed to the 
related risks. The investment in these two corporations, The Jacques Cartier and Champlain Bridges Incorporated 
and Great Lakes Pilotage Authority, Ltd., is recorded at cost. 


The Authority also owns all the shares of The Seaway International Bridge Corporation, Ltd., a subsidiary for purpos- 
es of the Financial Administration Act. However, this is effectively a joint venture with the Saint Lawrence Seaway 
Development Corporation since, based on an agreement, earnings after certain initial costs are repaid, will be divid- 
ed equally. As a result the investment is accounted for using the equity method. 


(c) Capital assets 
Capital assets are recorded at cost. Replacements and major improvements which increase the capacity of the deep 
waterway system or extend the estimated useful lives of existing assets are capitalized. Repairs and maintenance are 
charged to operations as incurred. The cost of assets sold, retired, or abandoned, and the related accumulated 
amortization are removed from the accounts on disposal. Gains or losses on disposals are credited or charged to 
operations. 


Amortization is recorded using the straight-line method based on the estimated useful lives of the assets. 


(d) Welland Canal and Valleyfield Bridge Rehabilitation Programs 
Funding received from the Government of Canada for these programs is accounted for by crediting the amount 
against the cost of related capital projects undertaken during the year. The non-funded remaining cost, which is to 
be recovered from the users, is capitalized and amortized. 


(e) Employee termination benefits 
Employees of the Authority are entitled to specified benefits on termination as provided for under labour contracts 
and conditions of employment. The liability for these benefits is recorded in the accounts as the benefits accrue to 


employees. 


(f) Pension plan <7 
All employees of the Authority are covered by the Public Service Superannuation Plan administered by the 
Government of Canada. Contributions to the Plan are required from both the employee and the Authority. These 
contributions represent the total liability of the Authority and are recognized in the accounts on a current basis. 


The Authority is not required under present legislation to make contributions with respect to actuarial deficiencies 
of the Public Service Superannuation Account. 


(g) Employee life insurance plan 
The Authority provides a life insurance plan for its employees. Surpluses and deficits from the plan are included in 
revenues and/or expenses in the year in which they are incurred. 


(h) Insurance 
The Authority assumes substantially all risks in relation to compensation and damages to its locks. For all other 


assets the Authority carries conventional insurance. 


(i) Thousand Islands Bridge 
In September 1976, the Minister of Transport entrusted the Authority with the management and operation of the 
Thousand Islands Bridge, while the real property was vested in the name of Her Majesty in Right of Canada. 
Subsequent capital expenditures made by the Authority to improve the Bridge have been recorded as capital assets. 
The retained earnings of the Bridge represent its cumulative earnings since September 1976. 


These financial statements have segregated the operations of the Thousand Islands Bridge on the premise that its 
management and operation by the Authority is independent of Seaway operations. 


(j) Incentive toll program 
The Authority offers toll rebates on certain cargoes to promote increased traffic, and thus increase revenues. The 
rebates are debited to toll revenues earned during the year. 


3. Long-term investments 
In order to provide for some major capital improvement projects of the St. Lawrence Seaway and for future employee 
termination benefits, the Authority has set aside the following long-term investments: 


1993 1997 


(in thousands of dollars) 
Capital improvementst: 


— Government of Canada Bonds, maturing on varying dates up to 1995 $ 6,086 » YOSE 
Par value $6,000 (1992 — $9,000) 
Market value $6,336 (1992 — $9,205) 
— Investment Certificates, maturing March 1994 and March 1995 10,000 10,000 
$ 16,086 Sml97058 
Termination benefits: 
— Deposit with Consolidated Revenue Fund, maturing March 1994 13,000 13,000 


$ 29,086 $ 32,053 


4. Long-term mortgages and other receivables 
The Authority has entered into long-term mortgages and a contractual agreement for the sale of parcels of land. The 
long-term receivables outstanding at March 31 are as follows: 
1993 199? 


(in thousands of dollars) 
Contractual Agreement 
5 1/2% interest, recoverable in annual instalments of $28,000 maturing in 1995 


$ 21 $46 
Mortgages 
8 to 9% interest, recoverable in monthly payments amortized over terms not 
exceeding 20 years renewable every 2 and 3 years 175 — 

$196 $46 

5. Wholly-owned Crown corporations and related parties transactions 
Investments consist of the following: 
No. of shares Cost 
Great Lakes Pilotage Authority, Ltd. (GLPA) 15 $ 1,500 
The Jacques Cartier and Champlain Bridges Incorporated (JCCBI) 1 100 
The Seaway International Bridge Corporation, Ltd. (SIBC) 8 8,000 
$ 9,600 


The Authority is related in terms of common ownership to all Government of Canada created departments, agencies and 
Crown corporations. The Authority enters into transactions with these entities in the normal course of business. 


During the year ended March 31, 1993, the Authority provided JCCBI with certain administration services for which it 
charged $794,000 (1992 — $686,280). At March 31, 1993, $66,167 was receivable for these services (1992 — $57,190). 


Based on agreement, the Authority is entitled to the excess of revenues over expenses of SIBC for the year ended 
December 31, 1992 as a bridge user charge (1992 — $1,717,254; 1991 — $1,538,390). This charge is applied towards amor- 
tization of the Authority’s construction and interest costs related to the North Channel Bridge. At March 31, 1993, $1.4 
million (1992 — $3.1 million) in construction costs remained unamortized. When this amount is fully paid the subse- 
quent excess of revenues over expenses will be distributed on an equal basis based on an agreement between the 
Authority and the Saint Lawrence Seaway Development Corporation which established SIBC. It also pays $62,911 (1992 
— $65,923) for engineering services provided by the Authority. 


The Canadian Coast Guard provides the Authority with navigational aids services. The fee paid by the Authority for this 
service during the year amounted to $600,000 (1992 — $595,000). 


. Capital assets 


1993 1992 
Amortization Accumulated 
rate Cost amortization Net Net 
(in thousands of dollars) 
Seaway 
Land = $ 29,547 $ = $ 29,547 $ 29,879 
Channels and canals 1% 249,147 SSS 168,014 170,478 
Locks 1% 238,188 97,191 140,997 143,304 
Bridges and tunnels 2-4% TOFS 65) SS 9110 66,255 51,345 
Buildings 2% 13, GL 7,635 5,482 5,229 
Equipment 2-20% 34,424 20,385 14,039 1297 
Remedial works 1% 121,458 28,984 92,474 93,691 
Work under construction - 1 JA - 1742 20,849 
$807,158 $288,638 $518,520 $527,112 
Thousand Islands Bridge 

Improvements 2-10% 5,850 662 5,188 4,630 
$813,008 $289,300 $523,708 $531,742 


Subsequent additions to assets are amortized over the remaining estimated useful life of the initial group of assets to 
which the addition is related. The estimated useful life of these assets is for periods that vary between 2009 and 2083. 


Valleyfield Bridge Rehabilitation Program 
In 1987, Hydro-Quebec undertook an in-depth inspection of the bridge which led to the Rehabilitation Program for the 
Valleyfield Bridge. The Authority’s share of the Rehabilitation represents 25% of the total cost. 


A Treasury Board decision, rendered in 1992, made the Authority responsible for $17.8 million of the cost of work com- 
pleted at March 31, 1992. All work was completed at March 31, 1993 and the costs to be funded by the Government of 
Canada amounted to $8.4 million, $3.3 million of which is included in accounts receivable. 


. Welland Canal Rehabilitation Program 

In 1985, the Authority engaged consultants to examine in detail, and report on, the structural condition of the Welland 
Canal system. The report was submitted during 1986 and, as a result, a seven-year $175 million rehabilitation program 
has been established to refit the Welland Canal and ensure a continued safe and reliable waterway into the 21st century. 
The program consists of refurbishing of lock walls, stabilizing the canal banks and approach walls, and rehabilitating 
ancillary structures. 


During 1986, the Government of Canada approved funding for the financing of the Welland Canal Rehabilitation 
Program. The program terminated in 1993 and the federal government funding totalled $175 million, all of which has 
been spent on the program and has been deducted from related works under construction. At March 31, 1993, an 
amount of $8 million (1992 - $4.4 million) is included in accounts receivable. 


10. 


11. 


i124. 


. Contributed capital 


As of April 1, 1977, loans from Canada of $624.95 million were converted to equity by parliamentary appropriation. 
This amount was recorded as contributed capital. 


The parliamentary appropriation authorizing the 1977 conversion of loans from Canada to equity also authorized the 
Minister to fix, from time to time, the amount that shall be paid by the Authority annually out of its toll revenue as a 
return on capital. No return on capital has been required to be paid for the years ended March 31, 1993 and 1992. 


Income taxes 
The Authority, as a prescribed Federal Crown corporation, is subject to the provisions of the Income Tax Act. The 
Authority is not subject to any provincial income taxes. 


Currently, unamortized capital cost for tax purposes is in excess of the net book value of capital assets by approximately 
$228 million. The tax effect of this excess has not been recorded in the accounts of the Authority. The Authority also has 
accumulated research and development costs of approximately $4 million which are available to reduce the taxable 
income of future years. 


The Federal Budget of April 1989 included the introduction of a Large Corporations Tax. The tax is levied on taxable 
capital employed in Canada and is to be applied after June 1989. The Authority has made provision for the estimated 
amount payable from that date to March 31, 1993. 


Commitments 

At March 31, 1993, contractual obligations for capital and other expenditures amounted to $1.8 million (1992 - $4.1 
million). The commitment for the future minimum operating lease payments, required for office space for a term in 
excess of one year, is as follows: 


(in thousands of dollars) 


1993/94 269 
1994/95 269 
1995/96 179 


Contigencies 

There is a total of $63.5 million in claims instituted against the Authority. These arise from the breakdown of the 
Valleyfield bridge in November 1984, the October 1985 Lock 7 wall blow-out, compensation and damages in connection 
with the expropriation of lands and various other claims. The Authority is contesting all these claims and their outcome 
cannot be determined at this time although management is of the opinion that these actions will not result in any mate- 
rial losses to the Authority. The Authority is also the claimant in certain other pending or threatened claims and law- 
suits. 


Major Restoration of the Seaway 

The amount of funds provided by operating activities and the level of long-term investments for capital improvements 
will not be sufficient to finance the major restoration projects of the St. Lawrence Seaway in the foreseeable future. The 
Authority will require outside financing of these projects to ensure the continuous operation of the deep waterway sys- 
tem in a safe and reliable condition. 
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